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EDITORIAL 


As We See It 


Investment bankers in convention assembled 
last week devoted a possibly unusual proportion 
of their time to study and discussion of their duty 
as leaders in a vital section of the financial com- 
munity and of the duty of their organizations to 
inform the public and to undertake to lead pop- 
ular thought. Illustrative of their work in this 
connection were resolutions placing the IBA in 
support of freedom for the Federal Reserve from 
subservience to the executive branch of the Fed- 
eral Government; promising support of the vol- 
untary credit restraint movement set under way 
some months ago; and agreeing to discourage cer- 
tain misuses of municipal credit which have of 
late years been on the increase. 

The new IBA President, Joseph T. Johnson, 
was on the same tack when he admiringly quoted 
at some length from Mr. Sproul, President of the 
Federal Reserve Bank of New York, as follows: 
“The banking community has left it to others to 
propose broad legislative programs—and has al- 
lowed itself to be cast in the role of opposition or 
resistance to change—it is the plain duty of the 
banking community to give the public the idea 
that banking stands for something besides its own 
special interests—to take its place with progres- 
sive industry and organized labor in trying to in- 
fluence and mold public opinion on the critical 
issues of our times.” And then to add a few words 
of his own, Mr. Johnson said: “Here in the United 
States we are like the man standing at dead-cen- 
ter of a tornado, who has but a limited time to 
take effective action. Business executives are not 


Continued on page 19 





‘A DEALERS 


Economic Prospects in '52 


By EARL L. BUTZ* 


Head of Department of Agricultural Economics, 
Purdue University 


Midwestern economist, though predicting upward pres- 
sure on commodity prices during next two years, sees a 
slowing down of inflationary forces, barring all-out war. 
Stresses importance of increased productive capacity, but 
warns inflationary factors to be reckoned with are: (1) 
prospect of a continuing Federal deficit; and (2) con- 
stant increase of wage rates that outrun labor productivity 


Mild price inflation is in prospect for the United States 
for the coming year, and very likely for the next two 
years. If a general war is avoided, sharply rising prices 
are not expected. The general price level may advance as 
much as 3 t6 5% a year in the next couple of years. 
Price rises will result from our ex- 
panded defense program and a con- 
tinued high level of domestic capital 
investment. These will cause a high 
level of business activity, approxi- 
mately full employment, and a high 
demand for food products and con- 
sumer goods generally. 

The anticipated price rise during 
the year or two ahead will be sub- 
stantially less than during the first 
year of the Korean war. During that 
interval wholesale prices in the 
United States rose about 16%. In the 
main, prices reached a peak about 
February, 1951, and then declined 
some by the late summer of 1951. 
By November they were on a modest 
rise again. It appears that the price 
deflation which occurred during the late summer of 1951 
has now run its course, on the average, and from now 
on prices will head up gradually. However, occasional 
and unpredictable price relapses will occur with the 
changing patterns of military, diplomatic, and economic 
developments. Moreover, it should be pointed out that 
not every commodity will share in the price recovery. 


Continued on page 23 


Earl L. Butz 


*An address by Prof. Butz before the Fourth National Credit 
Conference sponsored by the Credit Policy Commission of the 
American Bankers Association, Chicago, Ill., Dec. 5, 1951. 


IBA CONVENTION ISSUE NEXT WEEK--The “Chronicle” of Dec. 13 will be devoted 
to the recent Annual Convention of the Investment Bankers Association of America 
at Hollywood, Fla. Therein will be Convention addresses, Committee reports, 


and 16-page Pictorial Section. 





U. S. Government, 


How Bad Is Inflation? 


By HARLEY L. LUTZ* 


Professor Emeritus of Public Finance, Princeton Univer- 
sity, and Tax Consultant, National Association of 
Manufacturers 


Prof. Lutz takes view creeping inflation, which results 
in slowly rising prices, is not an advantage in comparison 
with a stable price economy. He denies rising prices are 
essential to the vitality and vigor of the profit 

Calls inflation “legalized robbery,” and 

den of inflation on scale required to meet ri 


accelerates tempo of currency depreciation, 
only when dollar value reaches zero and 


repudiated. 


Inflation is the creation of more dollar ame 
power than is required for the exchange of goods 
services at a given price level. Increased dollars may 
come from the Bureau of Printing and Engraving, the 

Mint, or, as is more likely here, from 
an expansion of bank credit. 

The kind of inflation we should 
most fear and seek to avoid stems 
from bad fiscal policies of govern- 
ment. Bank loans to individuals or 
business firms increase the volume 
of bank credit as truly as do bank 
loans to government. But there are 
important differences between the 
duration and effects of private and 
public bank loans. 

First, private business loans from 
commercial banks are to finance 
some sort of productive activity, but 
the great bulk of loans to government 
do not add directly to productive 
capacity. 

Second, private loans must be repaid on schedule and 
credit lines can be limited according to circumstances. 
Politics being what they are, the banks dare not refuse 
to lend to the government, nor do they dare insist that 
government reduce its line of credit by paying off part 


Continued on page 30 


*An address by Dr. Lutz at 56th Annual Congress of American 
Industry, sponsored by the National Association of Manufacturers, 
on the topic, “How Bad Is Inflation?” New York City, Dec. 5, 1951. 
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are they to be regarded, as an offer to sell the securities discussed.) 


WARREN E. BUFFETT 


Buffett-Falk & Co.. Omaha, Nebr. 
Government Employees Insurance Co. 
Full employment, boomtime 


profits and record dividend pay- 
ments do not set the stage for 
depressed security prices. Most 
industries 
have been 
riding this 
wave of pros- 
perity during 
the past five 
years with 
few ripples to 
disturb the 
tide. 

The auto in- 
surance busi- 
ness has not 
shared in the 
boom. After 
the staggering 
losses of the 
immediate 
postwar period, the situation be- 





Warren bt. Buttett 


gan to right itself in 1949. In 
1950, stock casualty companies 
again took it on the chin with 


underwriting experience the sec- 
ond worst in 15. years. The 
recent earnings reports of cas- 
ualty companies, particularly 
those with the bulk of writings in 
auto lines, have diverted bull 
market enthusiasm from their 
stocks. On the basis of normal 
earning power and asset factors, 
many of these stocks appear un- 
dervalued. 

The nature of the industry is 
such as to ease cyclical bumps. 
Auto insurance is regarded as a 


" necessity by the majority of pur- 


chasers. Contracts must be re- 
newed yearly at rates based upon 
experience. The lag of rates be- 
hind costs, although detrimental 
in a period of rising prices as has 
characterized the 1945-1951 pe- 
riod, should prove beneficial if 
deflationary forces should be set 
in action. 

Other industry advantages in- 
clude lack of inventory, collection, 
labor and raw material. problems. 
The hazard of product obso- 
lescence and related equipment 
obsolescence is also absent. 

Government Employees Insur- 
ance Corporation was organized 
in the mid-30’s to provide com- 
plete auto insurance on a nation- 
wide basis to an eligible class 
including: (1) Federal, State and 
municipal government employ- 
ees; (2) active and reserve com- 
missioned officers and the first 
three pay grades of non-commis- 
sioned officers of the Armed 
Forces; (3) veterans who were 
eligible when on active duty; (4) 
former policyholders; (5) faculty 
members of universities, colleges 
and schools; (6) government con- 
tractor employees engaged in 
defense work exclusively, and 
(7) stockholders. 7 

The company has no agertits or 
branch offices. As a result, 
policyholders receive standard 
auto insurance policies at pre- 
mium discounts running as high 
as 30% off manual rates. -Claims 
are handled promptly through 
approximately 500 representatives 
throughout the country. 

The term “growth company” 
has been applied with abandon 
during the past few years to com- 
panies whose sales increases rep- 
resented little more than inflation 
of prices and general easing of 
business competition. GEICO 
qualifies as a legitimate growth 


company based upon the follow- 
ing record: 


Premiums Policy - 

Year— Written holders 
1936 __- $103,696.31 3,754 
1940___ 768,057.86 25,514 
1945... 1,638,562.09 51,697 
1950__ 8,016,975.79 143,944 


Of course the investor of today 
does not profit from yesterday’s 
growth. In GEICO’s case, there is 
reason to believe the major por- 
tion of growth lies ahead. Prior 
to 1950, the company was only 
licensed in 15 of 50 jurisdictions 
including D. C. and Hawaii. At 
the beginning of the year there 
were less than 3,000 policyholders 
in New York State. Yet 25% 
saved on an insurance bill of $125 
in New York should look bigger 
to the prospect than the 25% 
saved on the $50 rate in more 
sparsely settled regions. 


As cost competition increases in 
importance during times of reces- 
sion, GEICO’s rate attraction 
should become even more efféc- 
tive in diverting business from 
the brother-in-law. With -insur- 
ance rates moving higher due to 
inflation, the 25% spread in rates 
becomes wider in terms of dollars 
and cents. 

There is no pressure from 
agents to accept questionable apn- 
plicants or renew poor risks. In 
States where the rate structure is 
inadequate, new promotion may 
be haited. 


Probably the biggest attraction 
of GEICO is the profit margin 
advantage it enjoys. The ratio 
of underwriting profit to premi- 
ums earned in 1949 was 27.5% 
for GEICO as compared to 3.7% 
for the 135 stock casualty and 
surety companies summarized by 
Best’s. As experience turned for 
the worse in 1950, Best’s aggre- 
gate’s profit margin dropped to 
3.0% and GEICO’s dropped to 
18.0%. GEICO does not write all 
casualty lines; however, bodily 
injury and property damage, both 
important lines for GEICO, were 
among the least profitable lines. 
GEICO also does a large amount 
of collision writing, which was a 


profitable line in 1950. 


During the first half of 1951, 
practically all insurers operated 
in the red On casualty lines with 
bodily injury and property dam- 
age among the most unprofitable. 
Whereas GEICO’s profit margin 
was cut to slightly above 9%, 
Massachusett’s Bonding & Insur- 
ance showed a 16% loss, New 
Amsterdam Casualty an 8% loss, 
Standard Accident Insurance a 
9% loss, etc. 

Because of the rapid growth of 
GEICO, cash dividends have had 
to remain low. Stock dividends 
and a 25-for-1 split increased the 
outstanding shares from 3,000 on 
June 1, 1948, to 250,000 on Nov. 
10, 1951. Valuable rights to sub- 
scribe to stock of affiliated com- 
panies have also been issued. 

Benjamin Graham has been 
Chairman of the Board since his 
investment trust acquired and 
distributed a large block of the 
stock in 1948. Leo Goodwin, who 
has guided GEICO’s growth since 
inception, is’ the able President. 
At the end of 1950, the 10 mem- 
bers of the Board of Directors 
owned approximately one - third 
of the outstanding stock. 

Earnings in 1950 amounted to 
$3.92 as contrasted to $4.71 on the 
smaller amount of business in- 
1949. These figures include no 
allowance for the increase in the 
unearned premium reserve which 
was substantial in both years. 
Earnings in 1951 will be lower 


‘than 1950, but the wave of rate-~ 
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This Week’s 
Forum Participants and 
Their Selections 


Government Employees Insurance 
Co.—Warren E. Buffett, Buffett- 
Falk & Co., Omaha, Neb. (P. 2) 


Public Revenue Bonds—George C. 
Hannahs, Partner, Hannahs, Bal- 
lin & Lee, N. Y. City (Page 2) 


Flying Tiger Lines, Ince.—Charles 
E. Stoltz, Proprietor, C. E. 
Stoltz Co., N. Y. City (Page 18) 


SS 





increases during the past summer 
should evidence themselves in 
1952 earnings. Investment income 
quadrupled _between 1947 and 
1950, reflecting the growth of the 
company’s assets. 


At the present price of about 
eight times the earnings of 1950, 
a poor year for the industry, it 
appears that no price is being paid 
for the tremendous growth poten- 
tial of the company. 


GEORGE C. HANNAHS 


Partner, Hannahs, Ballin & Lee, 
New York City 


Public Revenue Bonds 


Outstanding in municipal fi- 
nance today are the large number 
of necessary public improvements 
which are self-supporting without 
resort to ad 
valorem real 
estate taxes. 
The many 
turnpikes, 
tunnels, and 
bridges, which 
have proved 


of inesti- 
mable value to 
the public, 


have been 
successfully 
financed and 
supported by 
those using 
the facilities. 
Tne rennsyl- 
vania Turn- 
pike, the many Port Authority of 
New York bridges, and tunnels, 
the Triborough Authority, the 
Delaware Bridge at Philadelphia, 
and many others are entirely sup- 
ported by tolls collected from 
trucks and automobiles using 
them. In these times of high costs 
of services provided by our cities, 
counties, and schoo] districts, these 
improvements which have done so 
much for business and traffic 
would be practically impossible to 
build or sustain from the already 
h-wdensome taxes upon real es- 
tate. 


The charges upon trucks and 
cars through tolls are obviously 
fair and proper methods of paying 
for these great advantages, and 
the public has certainly evidenced 
willingness to pay the supporting 
charges. The railroads for many 
years complained of taxes upon 
their real estate to build roads for 
competing trucking, and the truck 
toll today is a step in the right 
direction. 

There is, of course, a danger in 
this revenue financing if carried 
too far,.and for improvements of 
doubtful value. Municipal troubles 
in the past have often been caused 
by communities branching out into 
ventures which are actually not 


public services. Investment bank- 
ers, investors, and public officials 
should discourage any tendencies 
along these lines which could lead 
to a weakening of public credit. 
Sound judgment is quite essential 
at the present time to curb tend- 
encies to carry these revenue pro- 
ducing improvements beyond the 
limit of proper municipal financ- 
ing. We are all intérested in keep- 


George C. Hannahs 





Continued on page 18- 


.. Thursday, December 6, 1951 








120 
Alabama & 
Louisiana Securities 

Bought—-Sold—Quoted 


STEINER, ROUSE & Co. 


Members New York Stock Exchange 
Members New York Curb Exchange 
25 Broad St., New York 4, N. Y. 
HAnover 2-0700 NY 1-1557 
New Orleans, La. - Birmingham, Ala. 
Mobile, Ala. 


Direct wires to our branch offices 








J \ 
U. 5. THERMO CONTROL 
THERMO KING RY. 


Information on request 


Raymond so 


148 State St., Boston 9, Mass. 
Tel. CA. 7-0425 Teletype BS 250 
N. Y. Telephone WOrth 4-5000 
\ Lf 

















Columbia Gas & Electric 
Stock & Rights 


Dewey & Almy 
Foote Mineral : 
General Aniline & Film “A” | 
Indiana Gas & Water 


Common & Rights 





GeRstTeN & FRENKEL 


Members N. Y. Security Dealers Assn. 
150 Broadway New York 7 
Tel. Dighy 9-1550 Tel. NY 1-1932 








Specializing in 
Amalgamated Sugar 
Utah-ldaho Sugar 


— r— 


EDWARD L. BURTON 
& COMPANY 


Established 1899 
160 S. Main St. Salt Lake City 1 
Bell Teletype SU 464 
Oldest Investment House in Utah 








Pe 





BUY 
U.S.SAVINGS 
BONDS 





N.Q. Be 
OVER-THE-COUNTER - 
INDUSTRIAL STOCK INDEX - 


12-Year Performance of 
35 Industrial Stocks 


BOOKLET ON REQUEST 
National Quotation Bureau 
Incorporated 


46 Front Street lew York 4, N.Y. 











Volume 174 Number 5070. 


Gold More Than a Commodity; 
Irredeemable Currency an Evil 


By WALTER E. SPAHR 


Professor of Economics, New York University 
Executive Vice-President, 
Economists’ National Committee on Monetary Policy 


Dr. Spahr offers a detailed rebuttal of arguments presented by 
Charles E. Wilson, in his address published in the “Chronicle,” 


Nov. 15, under title, “Gold—Just Another Commodity.” 


Con- 


cludes, when people find themselves caught m trap of irredeem- 

able currency, they tend to adjust themselves to it, but it takes 

wise statesmanship to insist on restoration of sound redeemable 

money, “which like good rails on a railroad cannot prevent 
wrecks, but will not cause them.” 


Charles E. Wilson, President of 
General Motors Corporation, made 
an address at Saginaw, Michigan, 
November 8, published in “The 
Commercial 
and rinancial 
Chronicle” of 
November 15, 
under the cap- 
tion, “Gold — 
Just Another 
Commodity!”, 
which con- 
tains two 
major conten- 
tions that call 
for examina- 
tion because 
of their great 
importance to 
Our people. 
One is that 
gold is “just another commodity.” 
The other is that an irredeemable 
currency is more desirable than a 
redeemable currency for the peo- 

“ple of the United States. 
Those contentions are likely to 
. appear persuasive since they are 
_ typical of, and tend to reflect, the 
thinking of the great mass of 
people when living under an ir- 
redeemable currency and _ the 

fears it generates. 


One of the remarkable phe- 
nomena in monetary history is 
‘the fact that when a people find 
‘themselves living with an irre- 
deemable currency the majority 
- tend to become adjusted to it, 
_and they not only appear to for- 
get, but they repudiate, the basic 
principles of good money which 
were recognized as elementary 
_ truths when they lived under, and 
had the benefits of, a redeemable 
currency. 


Apparently a great proportion 
of each generation seems to think 
that the situation with which they 
are familiar invalidates basic 
principles, long known to mone- 

‘tary specialists to be true, merely 
‘because the minor details are 
‘different or, as so many like to 
put it, “the times are different.” 

For example, when, in the last 
decade of the 18th Century, the 
French wanted to issue irredeem- 
able paper money and some of 
their wiser and more experienced 
leaders warned of the evils of such 
currency as they had experienced 
it under John Law seventy years 
earlier, the commonly-reiterated 
contention that “the times are dif- 
ferent” was advanced. Says’ An- 
drew D. White, in his Fiat Money 
Inflation in France (D. Appleton 
Century Co., New York, 1933), 
p. 7: “But the current toward 
paper money had become irre- 


Dr. 


Walter E. Spahr 





sistible. It was constantly urged, 
and with a great show of force, 
that if any nation could safely 
issue it, France was now that na- 
tion; that she was fully warned 
by her severe experience under 
John Law; that she was now a 
constitutional government, con- 
trolled by an enlightened, patriotic 
people ... ; that she was able to 
secure every livre of her paper 
money by a virtual mortgage on a 
landed domain vastly greater in 
value than the entire issue; that, 
with men like Bailly, Mirabeau 
and Necker at her head, she could 
not commit the financial mistakes 
and crimes from which France had 
suffered under John Law... .” 

So France plunged into irre- 
deemable currency again and re- 
learned a lesson that had been 
learned many times before. Her 
currency finally collapsed and 
she got “a man on horseback.” 

After World War I, France again 
repudiated the old basic lessons, 
and, by a system of “managed” 
irredeemable currency, she sent 
her- franc from 19.3 cents to less 
than one-third of one cent. “The 
times were different’ —of course—, 
but the principles of good money 
and good monetary standards were 
not, and have not been altered. 
They were merely illustrated 
again. 


Experience of U. S. “Managed” 
Irredeemable Currency 


When we embarked upon our 
system of “managed” irredeem- 
able currency in 1933, President 
Roosevelt, in a radio address of 
October 22, 1933, told our people 
that one of the purposes was “to 
establish and maintain a dollar 
which will not change its pur- 
chasing and debt paying power 
during the succeeding generation.” 
Experienced monetary economists 
knew at that time that there were 
no lessons in the monetary field 
that could justify the making of 
such a statement. But the money 
manipulators, who either did not 
understand or did not _ respect 
available lessons in the field of 


‘money, were in the saddle and had 


their way. The President obvi- 
ously had no important under- 
standing in the field of money. 
His 
1934 was almost entirely that of 
The Committee for the Nation 
which was composed of outstand- 
ing businessmen who thought bus- 


iness recovery, which had already - 


started in August, 1932, could be 


generated by cur rency manipu- 
lation. : ' 
Under this “management,” 


Continued on page 28° , 
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Investment Banking and the 


Credit Restraint Program 


By RUDOLF SMUTNY* 
Member, National Voluntary Credit Restraint Committee 


Partner, Salomon Bros. & Hutzler, Investment Bankers, N. Y. Cc. 
After outlining organization and purposes of National Volun- 
tary Credit Restraint Committee, of which he is a member, Mr. 


Smutny expresses opposition to 


government “inflationary 


policies.” Says more loans should be shifted to defense pro- 

duction and expresses fear President may revive Capital Issues 

Committee and thus adversely affect investment banking indus- 

try. Says Voluntary Credit Restraint Program must be success 

or alternative will be end of free enterprise system. Describes 

“screening” of new securities by regional committees of 
Voluntary Credit Restraint Program. 


I do not believe that any one 
has seen so many reluctant 
lenders assembled in one place 
before. 

The subject 
of my address 
is the impact 
of the Volun- 
tary Credit 
Restraint Pro- 
gram on the 
investment 
banking 
industry. 

I regret that 
this program 
is called the 
Voluntary 
Credit Re- 
straint Pro- 
gram. It seems 
to me that it 
would be much better if the em- 
phasis were upon the affirmative 
side and not the negative. In my 
mind, I would have preferred that 
this Committee had been called 
the Voluntary Committee to Pro- 
vide Credit for Defense Produc- 
tion. 

You are all cognizant, I am sure, 
that Section 708 of the Defense 
Production Act of 1950 authorized 
the President of the United States 
to encourage financing institu- 
tions to enter into voluntary 
agreements and programs which 
will further the objectives of that 
Act. By executive order, the Presi- 
dent delegated to the Board of 
Governors of the Federal Reserve 
System his authority with respect 
to financing under this section of 
the Act. A Program for voluntary 
credit restraint has been de- 
veloped by representatives of fi- 
nancing institutions and has been 
approved by appropriate govern- 
ment officials as required by the 
Act. This plan is entirely vol- 
untary, and as indicated, has the 
full approval of the Board of 
Governors of the Federal Reserve 
System, the Attorney General, and 
the Federal Trade Commission. 


Impact of Voluntary Credit 
Restraint on Investment 
Banking 

A National Voluntary Credit 
Restraint Committee was ap- 
pointed March 9, 1951, by the 





Rudolf Smutny 





*An address by Mr. Smutny before the 
Fourth National Credit Conference spon- 
sored by the Credit Policy Commission 

the American Bankers Association, 
Chicago, Ill., Dec. 4, 1951. 


Board of Governors of the Fed- 
eral Reserve System. This Com- 
mittee, under the most able Chair- 
manship of Federal Reserve Gov- 
ernor Oliver S. Powell, consists 
of sixteen men, four representing 
each of the following groups: 
commercial banks, insurance com- 
panies, and investment bankers. 
The mutual savings banks and the 
savings and loan associations each 
have two representatives on the 
National Committee. The invest- 
ment bankers are represented by 
Lee M. Limbert, Vice-President of 
Blyth & Co., Inc., New York City; 
Francis Kernan, partner, White, 
Weld & Co., New York City; Wil- 
liam K. Barclay, Jr., partner, 
Stein, Brothers & Boyce, Phila- 
delphia, Pa.; and Rudolph Smuty, 
partner, Salomon Bros. & Hutzler, 
New York, N. Y. 


It is the responsibility of the 
National Committee to meet for 
the purpose of considering the 
functioning of the Program; to 
advise the Federal Reserve Board 
with respect thereto; and to sug- 
gest for consideration of the Board 
such changes in the Program in- 
cluding the Statement of Prin- 
ciples; issue bulletins or memo- 
randa to the subcommittees or to 
financing institutions regarding 
general matters relating to the 
Program and related credit prob- 
lems. Included in this are state- 
ments implementing or clarifying 
the Statement of Principles, and 
describing the types of credit 
which, in the Committee’s opinion, 
should or should not be regarded 
as proper under the terms of the 
Program. 


The National Committee is a 
policy committee whose respon- 
sibility it is to secure voluntary 
action by banks, insurance com- 
panies, investment bankers, and 
other lenders to refrain from 
making loans for nonproductive 
purposes, with the objective of 
thereby helping to control exist- 
ing inflationary pressures and as- 
sisting defense production. 


Opposes Government Inflationary 
Policies 


I wish to take this opportunity 
to have it clearly understood that 
my serving on the National Com- 
mittee does not imply a tacit en- 
dorsement on my part of the in- 
flationary policies of the govern- 
ment. Political climate seems to 
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favor inflation; there is no indica- 
tion of any economy; spending by 
the government grows by leaps 
and bounds; and under the influ- 
ence of pressure groups, the Con- 
gress modified Regulations X and 
W, which were intended at least 
in part to check the inflation. I, 
personally, do not believe that you 
can successfully combat inflation 
by monetary controls alone while 
the government maintains a floor 
under commodity prices, only par- 
tially restricts wages, continues 
non-defense spending at an un- 
precedented rate, and pays life 
insurance dividends to veterans 
with National Life Insurance 
Policies to the extent of $686 mil- 
lion. However, I do believe that in 
the segment of the economy in 
which we operate, we can serve 
the country best by putting our 
house in order and setting an ex- 
ample for the government by con- 
ducting our business affairs as an 
exemplification of the standard of 
restraint during inflationary times. 


At the inception of this Pro- 
gram, there was a great deal of 
skepticism and incredulity of its 
success. After all, in this day and 
age of “What is in it for me?” 
it was fairly reasonable to believe 
that a National Voluntary Pro- 
gram of Credit Restraint could 
not possibly succeed. The predic- 
tions were that the Program 
would be short-lived indeed. 


Says Loans Should Be Shifted 
to Defense 


Those of us who have lived with 
this Program from the beginning 
realized there was much more to 
it than met the naked eye. In the 
first place, I was greatly con- 
cerned by predictions in the 
spring of this year that due to the 
activities of this Program, it was 
expected that loans would be re- 
duced. In several prior addresses 
during this year, I stressed as 
much as I could that in my mind 
the measure of success or failure 
of this Program should be the 
diversion of loans to production 
for defense, not the reduction of 
loans. 


Statistics show that from March 
28 to Nov. 15 loans to metal and 
metal products industries, defense 
supporting, have increased $812 
million; also petroleum companies, 
$252 million; public utility and 
transportation, $493 million. Com- 
modity dealers’ loans have been 
reduced by $27 million. Possibly 
the Voluntary Credit Restraint 
Program can be credited with at 
least contributing to making more 
credit available for defense. 


It seemed to me that we were 
getting ourselves in a dangerous, 
untenable position if we thought 
loans were going to be reduced by 
voluntary action in the face of 
credit requirements of our great 
rearmament program. The actual 
statistics supported my opinion 
that loans would increase during 
the year, not decrease. Weekly 
reporting member banks showed a 
total of all types of loans: 


Millions ~ 
De $32,145 
versus total 
November 7, 1951....---.- 34,117 





Net increase Over period $1,972 





Segregating this figure into 
commercial, industrial and agri- 
cultural loans produces: 





Millions 
March 7, 1051............- $18,680 
versus total 
November 7, 1951_._.----- 20,667 
or a net increase of___--_- $1,987 
Fears Revival of Capital Issues 


Committee 
Due to the fact that the Presi- 
dent has the power to reimpose 
the Capital Issues Committee upon 
our industry under Section 5B of 
the Trading with th: Fnemy Act 
of Oct. 6, 1917, it v onin- 


ion an inherently dangerous 
premise to assume that loans 
would be reduced by the Volun- 
tary Credit Restraint Program. 
The confirmation of my belief 
that the reimposition of a Capital 
Issues Committee is a real threat 
to the free enterprise system of 
the investment banking industry, 
and, during periods of inflationary 
pressures, the only alternative of 
the Voluntary Credit Restraint 
Program, is contained in a letter 
that Charles E. Wilson, Chief 
Mobilizer, wrote March 23, 1951, 
to the Chairman of our Commit- 
tee, Governor Oliver S. Powell. 
An excerpt covering this point 
reads as follows: “I hope that you 
will impress upon industry leaders 
the deep interest of government in 
the success of this effort (Vol- 
untary Credit Restraint Program); 
otherwise it will be necessary for 
my Committee to consider what 
additional steps may be required 
in the private credit field.” 


I am sure, gentlemen, that this 
statement requires no explanation. 
It is direct and to the point. Pos- 
sibly this is not a “shotgun wed- 
ding’; but in any event we in the 
investment banking industry un- 
derstand the “facts of life’; and 
do not forget that you, too, are 
members of the wedding party. 
When that shotgun goes off, it 
hits us all in the pocketbook, and 
that really “hurts.” 


Continuing the same trend of 
thought, I was wondering how 
many investment bankers had 
thought through to its conclusion, 
what the impact would be on our 
industry if a Capital Issues Com- 
mittee were imposed upon us. Just 
on one point alone it has onerous 
implications. Who would accept 


the Chairmanship of that Com- 
mittee? I would not, and I am 
sure that no one who is presently 
a member of the National Com- 
mittee of the Voluntary Credit 
Restraint Program would accept 
the chair. Also, in my opinion, no 
investment banker would do so. 
The answer probably would be 
some one who is not in our indus- 
try at the present time. If you use 
the yardstick of other agencies, 
and the great number of offerees 
to whom the chair had been of- 
fered — sometimes over 40 in 
number — it does not augur well 
for us. Do not forget you, too, are 
included. If some one in our in- 
dustry accepted this Chairmanship 
it would have to be, in my opin- 
ion, a person who would take 
pleasure in riding “herd” on all of 
us. You can easily conjure up the 
picture of investment bankers, 
and bankers, waiting hat in hand, 


to find out what we can and can- 
not do. That is why, in my opin- 
ion, so many prominent people 
have lent their names to the Vol- 
untary Credit Restraint Program 
and are working earnestly and 
diligently for its success. Gentle- 
men, we are fighting for the pres- 
ervation of the free enterprise 
system. The Voluntary Credit Re- 
straint Program must succeed— 
the alternative is too unattractive. 


Work of Regional Committees 

Regional Committees of the 
Voluntary Credit Restraint Pro- 
gram were appointed shortly after 
the inauguration of the Program 
in March, 1951, to whom lenders 
may submit questions as to the 
appropriateness of loans which 
are not readily classified as de- 
sirable or undesirable under the 
terms of the Voluntary Credit Re- 
straint Program. Four geographi- 
cally located Investment Banking 
Regional Committees have been 
organized, one each in New York, 
Chicago, Dallas, and San Francisco. 
The Eastern Investment Banking 
Voluntary Committee is under ihe 
able Chairmanship of the well 
known Percy M. Stewart, partner, 
Kuhn, Loeb & Co., New York 
City; Midwestern Regional Com- 
mittee under the Chairmanship of 
my very good friend, D. Dean 
McCormick, McCormick & Co., 
Chicago; Southwestern Regional 
Committee, the likable John H. 
Rauscher, partner of Rauscher, 
Pierce & Co., Dallas; Western Re- 
gional Committee, the able Frank 
Walker, partner of Dean Witter & 
Company, San Francisco. 

A representative of the Federal 
Reserve Bank is a member of each 
of the Regional Committees to see 
to it that the interests of the pub- 
lic are properly protected. The 
Federal Reserve representative 
attends each of the Regional Com- 
mittee meetings. 

The Regional Committee re- 
views and carefully screens the 
loans that originate in its district. 
In this Midwestern District, 456 
loan applications both written and 
oral have been screened by the 
Midwestern Investment Banking 
Regional Committee from May 11 
to Nov. 15, 1951, the dollar amount 
being $573,937,000. Of this amount, 
10 written loan applications have 
been deferred amounting to $23,- 
646,000. In addition, 25 to 30 oral 
informal loan applications made by 
telephone aggregating approxi- 
mately $50,000,000 have also been 
deferred. Total deferments in this 
district are approximately $74,- 
000,000. 


Continued on page 20 


REGIONAL COMMITTEE SCREENINGS 








No.of Loan Total 
Applications in 
Screened Millions 
Midwestern -- 456 $574 
San Francisco 64 371 
ED chinwedoane 330 170 
New York --- 471 1,704 
| TEES, 1,321 $2,819 
*Reductions. 








Total 

Deferred Deferred Approved Total 
No, of Incl. Verbal No.of Approved 
Loans in Millions Loans _ in Millions 

35 $74 421 $450 

*0 72 64 299 

23 68 307 152 

8 104 463 1,600 

66 $318 1,255 $2,501 
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Many plants were closed for the Thanksgiving holiday, but 
notwithstanding the loss of a workday, total industrial output for 
the country at large displayed only a slight tapering off in the 
period ended on Wednesday of last week. It was, however, 
somewhat higher than the comparable 1950 level. In fact, the 
year-to-year gain was particularly pronounced in some industries 
due in great part to the severe storms a year ago which hampered 
output. The current high output, about 10% below the all-time 
peak reached during World War II, was bolstered by defense pro- 
duction. 


In the Detroit area unemployment is on the rise as auto 
makers enter their model changeover periods and cut output to 
conform with government restrictions. The number of unem- 
ployed topped 100,000 in mid-November for the first time in 20 
months, the Michigan Employment Security Commission reports. 
Chrysler Corp. has already laid off 2,500 workers due to United 
States car output quotas, and Ford Motor Co. announced it would 
start laying off about 23,000 beginning Dec. 10. 


In the week beginning Nov. 26, steel ingot production re- 
turned to the all-time record level of 104% of capacity, which was 
set in May. 

This week the alloy and stainless steel market picture is so 
confused it will require drastic action to bring it back into focus, 
states “The Iron Age,” national metalworking weekly. 
Even so, it will probably take at least several weeks to get Con- 
trolled Materials Plan tickets and steel industry melt schedules 
straightened out, so that all possible production of these products 
is channeled to those needing them most urgently, it continues. 


At the rate Washington is cutting back alloy steel allocations 
to some industries there is likely to be open space on mill order 
books for these products during the first half of 1952. This has 
already happened with stainless steels because military users 
failed to take all that was set aside for them. Apparently, some 
high priority orders were placed far in advance of actual need. 


Manufacturers of heavy cranes, such as are used in steel mills, 
have been cut back too. Failure to permit a few hundred tons of 
steel for this use now will mean—if not corrected at once—that 


thousands of tons of steel production will be lost because of lack 
of cranes to handle it. 























Price ceilings for the steel middleman announced late last 
week do not mean that regular warehouse customers will get 
cheaper steel. Prices of steel items sold through established ware- 
houses aren’t expected to change much when the new ceilings 
become effective Dec. 16 or later, said warehouses, in most cases, 
will be permitted their regular percentage markups—plus cost 
increases resulting from the two latest freight rises which they 
have been absorbing. Price-shaving is expected to be just about 
averaged out by allowing the higher freight costs, this trade 
authority points out. 


Consumer resistance to high prices during the past several 
weeks had already slowed the gray market to a walk. It is hoped 
this order will prove to be the legal crusher that will halt it com- 
pletely, the magazine adds. 


Don’t be surprised if the government soon starts subsidizing 
conversion steel. In its simplest form, conversion is the practice 
of buying semifinished steel from a mill having excess ingot 
capacity and shipping it to a mill having excess finishing capacity 
for processing into the desired form. Manufacturers whose pro- 
duction has been ordered cut back have been shying away from 
this expensive steel, this trade weekly notes. 


Now the government may keep conversion rolling by sub- 
sidizing the difference between conversion prices and regular mill 
prices. Some in Washington regard this as a fair move, since 
government restrictions have caused the conversion market to 
wither, concludes “The Iron Age.” 


Continued on page 31 


Savings Bonds “On Trial’ 


PART II 


Transcription of second session, held Nov. 27, of ABC-TV 
program “On Trial,” devoted to negative side of the question 
before the “Court,” “DO SAVINGS BONDS GIVE A FAIR RE- 
TURN?” The negative witness was Leslie Gould, Financial Editor 
of the New York “Journal American”; his counsel, Mark F. Hughes, 
New York trial lawyer; opposing counsel, Robert W. Coyne, New 
York and Boston attorney, and former National Field Director, 
War Savings Staff, U. S. Treasury Department. 

At the opening session held Nov. 20, published in the “Chron- 
icle” of Nov. 29, the affirmative side of the question was argued, 
with A. Wilfred May, Executive Editor of the “Chronicle” as 


witness; John Kadel, New York 
Hughes as opposing counsel. 


lawyer, as his counsel; and Mr. 


Hon. William B. Groat, Judge of the Queens County Court, 


presided over both sessions. 


(David M. Levitan, lawyer, was program director.) 


Direct Examination of Mr. Gould 
by Mr. Hughes 


Q. Mr. Gould, have you an opin- 
ion whether War Savings Bonds 
give a fair return? 

A. Yes. 


Q. Will you give the reasons for 
your opinion? 

A. Leaving out the question of 
patriotism, and merely on the 
basis of whether the return is fair 
to the investor as an investment: 
they do not pay proper rates of 
interest, in view of all that has 
happened in the last 10 years. 
They yield only 29% if they 
are held for the full 10 years; 
in the face of the fact that we 
have only a 53 cent dollar now 
versus a full 100 cent dollar 10 
years ago. Everyone else besides 
the small investor, who is the 
backbone of our country, has 
been keeping pace with inflation. 
It has been a losing race as far 
as he is concerned. The Wash- 
ington politicians tell the unions 
to go out and get more money, 
and they do, and the inflation goes 
on and on. Put the citizen with 
his Bonds gets the same rate of 
interest as he did 10 years ago. 


Q@. Mr. Gould, you've alluded 
to the question of inflation. Can 
you tell me whether these War 
Savings Bonds can be a factor one 
way or another in either encour- 
aging or discouraging an infla- 
tionary trend. 

A. Yes, the Savings Bond pur- 
chaser can definitely exert an 
important anti-inflationary influ- 
ence. The buyer takes money 
which might otherwise go into 
shortages and into consumption as 
in World War II. It is not an all- 
over cure, particularly if the gov- 
ernment does not spend the 
money wisely. 

Q. At the present time are Sav- 
ing Bonds sales now really effec- 
tive in stopping the inflationary 
trend? 

A. No, there are no major 
shortages; as can be seen in the 
case of automobiles and other 
consumers goods, and in price 
wars. 

Q. What has been the recent ex- 
perience regarding the sale and 
redemption of War Savings 
Bonds? 

A. Since April, 1949, there 
have been more redemptions than 
sales. This reflects some of the 
public’s dissatisfaction with the 
yield. 
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Cross-Examination of Mr. Gould 
by Mr. Coyne 

Q. Your counsel last week in 
cross-examining Mr. May made 
much of the fact that the interest 
rate on Savings Bonds was lower 
today than that on the Liberty 
Bonds of World War I. Do you 
feel that is a sound comparison? 


A. Yes, you didn’t have a ma- 
nipulated money market during 
World War I. 


Q. Is it not true that Liberty 
Bonds were quite dissimilar to 
our present Savings Bonds? They 
were not dermand obligations? 


A. That is true. 


Q@. The former Liberty, Bonds 
were subject to market fluctua- 
tions; they were not cashable 
prior to maturity, at 100 cents at 
the will of the holder? If one 
wished to realize on his invested 
capital before maturity, he was 
forced to accept the market price 
at the time he needed his money? 
Liberty Bonds for which $100 was 
paid, were subsequently sold by 
the holders as low as $85, or even 
$82. Is that not true? 


A. Yes, but that was a year or 
so after the War’s end. 

@. Your counsel in his cross- 
examination of Mr. May and in 
his summation argued that an in- 
creased interest rate would win 
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more bond holders and hence in- 
crease the spread of the public 
debt among the people. Do you 
not feel that the security of the 
principal, the cashability of the 
bonds. and other factors are more 
persuasive to the bond purchaser 
than is the precise rate of inter- 
est? 

A. The question of return is 
very important. If a person buy- 
ing Savings Bonds were instead 
to put his money into a savings 
bank, he would get a higher re- 
turn for the first 6% years. And 
bonds in general ordinarily get a 
higher return than a cash deposit. 


Q. I am certain you realize, do 
you not, that the Treasury De- 
partment in its thrift program, is 
not disparaging the Savings Banks 
nor trying to undermine the 
other forms of savings that are 
also good? 

A. A further evidence of the 
unfairness of the rate is seen in 
the high volume of redemptions. 

Q@. But isn’t it a decisive fact 
that the precise rate of interest is 
not usually the decisive factor to 
the ordinary saver in a thrift pro- 
gram? 

A. The basic point is that from 
Savings Bonds you cannot get a 
proper return on your money. 


Q. Isn’t it so that systemization 
of savings and regularity are 
more important than the exact in- 
terest rate? 


A. No, the Bond buyer is gov- 
erned by two things. One impor- 
tant feature is that no interest 
whatever is paid if the Bond is 
cashed within 18 months after 
purchase; contrasted to the sav- 
ings banks, where the 2% inter- 
est accrues immediately. Second, 
the Administration has failed to 
give back dollars of equal pur- 
chasing power. 

Q. Let us consider, as you and 
your counsel have suggested, an 
interest rate rise of 1%. Wouldn’t 
that cost the government an addi- 
tional $580 million—on the $58 
billion of Bonds outstanding; a 
sum that would have to be paid 
by you and me? 

A. The figure is correct. 


Q. So the 50 million Bond hold- 
ers would have to pick that up? 

A. No, It would have to be 
spread around. It would have to 
be paid for only partly by the 
Bond holders. 

Q@. You have stated that there 
are many better ways for the 
saver to dispose of his dollars. 
Does that include common stock? 


A. Not a bad idea. Most of the 
savings banks and life insurance 
companies are going into that 
field. 


Q. I liked your last statement 
that even life insurance com- 
panies are going into common 


Continued on page 8 
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The Steel Supply Picture 


By R. F. SENTNER* 


Assistant Executive Vice-President 
United States Steel Corporation 


Mr. Sentner estimates 1951 steel production at 105 million 


ingot tons, an increase of 9% above 1950 and 17% more than 


1944, the peak year of World 


War Il. Predicts in 1952 pro- 


duction will be at rate of 108 million tons and steel producing 
capacity will increase to 110 million tons. Cites lack of suffi- 
cient scrap, shortage of alloys, work stoppages and slow-downs 


as impeding factors, and hints 
may be less 


Iam going to break with prece- 
dent, waive my traditional im- 
munity, and tell you as much as I 
can about steel supplies in 1952. 
I am going 
somewhat 
beyond this, 
for you recog- 
nize, as well 
as I do, that 
“supply” by 
itself is mean- 
ingless. A 
knowledge of 
“demand” is 
required to 
complete the 
equation, and 
provide the 
answers which 
your industry, 
in common 
with all steel-consuming indus- 
tries, is seeking. I wish that I 
could say that the picture I shall 
sketch out will be completely 
clear and unmistakable. Unfor- 
tunately, that cannot be. I can 
only paint in the broad outlines 
and indicate the large masses of 
color. I must then leave you to 
complete the picture and interpret 
it in the light of your own more 
detailed knowledge of your indus- 
trv. 

In addition to discussing the 
situation as it exists, I should like 
to bring to your attention a few 
suggestions as to how it may be 
improved. Most of these sugges- 
tions have already been made by 
the steel industry to those respon- 
sible in the government. Some of 
them are already in effect, At 
the same time, I should like to 
relate my Own concept fegarding 
controls. 

Finally, I would like to tell you 
what I think you gentlemen, your 
associates, and yOur companies 
can do at this time as long as 
the present situation continues, to 
contribute most to the future of 
your industry, the mobilization 
effort, the American economy, 
and our free enterprise system. 


Businessmen who have served 
with the defense agencies in 





Richard F. Sentner 





*An address by Mr. Sentner before the 
Institute of Cooking and Heating Ap- 
pliance Manufacturers, Cincinnati, O., 
Dec. 3, 1951. 


that demand for steel in 1952 
than supply. 


Washington are frequently pre- 
sumed to be in possession of vital 
information that would form the 
basis of knowledge about what is 
going to happen and how to solve 
the problems of the day. When 
such men, having been asked to 
discuss these problems, both on 
and off the record, fail to provide 
these answers, it is frequently 
assumed that they know, but can’t 
tell for reasons connected with 
national security. 

Let me assure you that in my 
case secrecy is not the basis for 
the considerable degree of uncer- 
tainty which I shall exhibit. Nat- 
urally, as Director of the Lron and 
Steel Division of the National 
Production Authority, I learned 
many things about the problems 
of individual companies which I 


cannot properly reveal. I was 
told certain facts about the cur- 
rent military situation which 
were not for publication. I had 


access to certain facts and figures 
which were not published. Nev- 
ertheless, none of this knowledge 
is of such a nature that it need 
cause me to be less than com- 
pletely frank in today’s discussion 
of the current picture. 

There will be more steel avail- 
able next year than in this record 
year, 1951, in which the American 
steel industry will have produced 
approximately 105 million ingot 
tons. This 1951 tonnage will be 
9% higher than in 1950, the pre- 
vious peak year, and will be 17% 
above 1944, the peak year of 
World War II. 

Threughout this year, it has 
been commonly accepted that there 
has been a_ shortage of steel. 
Whether this is factual depends 
entirely on the definition of the 
word shortage. With the direct 
military procurement in 1951 
being not more than 10%, in- 
creased production alone, in ef- 
fect, provided the military needs, 
leaving a full measure of steel for 
all other requirements. In 1952, 
the direct military requirements 
may require as much as 15% of 
the national production, but this 
increased requirement again will 
be largely offset by increased 
availability, again leaving a full 
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measure of steel for all other re- 
quirements. 

It is the factor of timing that 
develops the circumstances which 
result in honest conclusions that 
there is a shortage of steel. When, 
for purposes of national defense, 
timetables of production are es- 
tablished in terms of units per 
month or per quarter, without 
regard to feasibility of procure- 
ment of steel in such a particular 
period of time, apparent rather 
than real shortages result. When 
too many things are required to 
be done in too short a time, there 
is temporary shortage, and I be- 
lieve that is true no matter what 
the productive capacity of the 
steel industry may be or ever 
will be. A more reasonable tim- 
ing of needs would change this 
picture of apparent shortages. 
Whether such changes in time- 
tables would have impaired our 
overall defense effort, | am not 
qualified to say. 

Getting back to the forecast of 
the supply of steel for 1952, the 
current weekly production of 
steel is at the annual rate of al- 
most 108 million ingot tons. With 
new facilities coming in during 
1952, I believe the industry will 
have capacity for the production 
of more than 110 million ingot 
tons, 

There are factors, however, that 
may limit the extent to which the 
industry can better its 1951 pro- 
duction performance. The first is 
lack of scrap. For nearly a year 
now, the industry has been using 
every pound of scrap it could lay 
its hands on, and has been deplet- 


ing inventories of scrap at the 
mills. The success of current 


scrap drives is, therefore, a cru- 
cial consideration. I predict that 
they will be moderately, though 
not spectacularly, successful. It 
is extremely difficult to step up 
the level of scrap accumulation 
because the dormant scrap which 
we are now collecting must come 
largely from the wearing out and 
obsolescence of machinery, equip- 
ment, and other items produced 
during the early 1930s, or prior 
periods, an era during which such 
production was at an extremely 
low ebb. Much depends upon our 
suceess in obtaining the sizable 
stocks of scrap which the govern- 
ment owns in the form of obsolete 
ships, weapons and other equip- 
ment. 

A second factor which may 
limit production is a shortage of 
alloying materials such as nickel, 
chromium, manganese and other 
ferro-alloys. Many of these ma- 
terials are likely to continue in 
short supply and may be ex- 
pected to limit the production of 
the particular end products for 
which they are required. With 
the exception of manganese, how- 
ever, limitations in their supply do 
not affect seriously overall steel 
production, Manganese will be a 
serious problem in 1952, but I am 
not inclined to believe that it will 
be a limiting factor in steel pro- 
duction. Nevertheless, we shall 
have to economize in its use; and 
we shall certainly not be able to 
add to strategic stockpiles all the 
manganese which the military au- 
thorities would desire. 

A third factor is continuity of 


operations. Work stoppages and 
slowdowns are never contem- 
plated in any forecasts. Any 
losses in production from these 


causes are irretrievably lost. 


The final major factor which 
may limit steel production in 1952 
is steel demand, which is the 
other side of our equation. If 
next year this factor comes into 
play in any significant amount, 
the immediate problem may well 
disappear. The demand for many 
steel mill products may be less 
than the supply, and discussion of 
expanding steel production then 
becomes academic. 


This is one of the areas in 
which the greatest disagreement 
exists between those in Washing- 


Continued on page 24 
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From Washington 
Ahead of the News 


By CARLISLE BARGERON = 

















There is always a lull in Washington when Congress is away 
and those who are in the business of making news—the news- 
papermen, those members of Congress remaining in town and. the 
headline seekers of the executive branch—have to resort to dif- 
ferent devices. The late Senator Borah got a 
lot of his fame by staying here in Congress’ 
absence and holding daily press conferences at 
which he would air his opinions on everything 
under the sun. Lacking the competition of the 
Congressional happenings and debates, his re- 
marks would receive front-page treatment. 

Recesses of Corigress are good times for 
holding committee investigations, particularly 
those dealing with less dramatic subjects than 
corruption, and it is in this atmosnhere that 
we are hearing a lot about the lag in the mili- 
tary procurement program. Why don’t we have 
jet planes in Korea comparable with those of 
the Russians? It is because the Air Force hasn't 
been given enough money, or at least, wasn’t 
given encugh money back there in Louis John- 
son’s “economy” period before Korea? Inci- 
dentally, it was getting $1 billion a year during this period. 

Why is our program of rearming Europe behind schedule? Is 
it because of strikes in essential industries? Is it because we haven’t 
cut the civilian economy enough? 

Everybody concerned has different explanations, but as for 
me, aside from the outrage of our pilots in Korea not having 
equipment equal to the Russians, for which the military and not 
any lack of money is reponsible, I hate to see the subject being 
discussed. You can rest assured that the outcome will be bad. 

It will be handled in the usual political way, and the result 
will be that we will pay more and the civilian economy will be 
put in more of a straitjacket. 





Carlisle Bargeron 


Instead of the lag in rearmament being a cause for corcern 
the plain truth is that it should be one for rejoicing. It means 
simply that the billions that have been appropriated are not being 
spent as fast as the spenders would like to spend them. And until 
this money is spent there is always the hove that something may 
turn up, not just to make the spending unnecessary— it is not nec- 
essary now—but to get it out of our political consciousness or to 
cause a public revulsion against it. Anthony Eden, for example, 
has just said that there has got to be a readjustment of the rear- 
mament program to the ability of the Western European nations 
to stand. A little thing like that—you can’t tell—may spread to 
the point of bringing our government to its senses. Another thing, 
if the money isn’t being syent as fast as had been anticipated there 
might be a lot of it left, certainly more of it, when the Republi- 
cans come in, and you can bet your boots that this nonsense will 
then be cut out. ' 


There is considerable significance, I think, in the articulation 
that has recently come to General Motors’ Wilson, such és his 
statement, just uttered, that our government has reversed the old 
British colonial policy. Whereas the British exploited the colonials 
for the benefit of the British, he pointed out, our government is 
exploiting the American people for the benefit of other nations. 
Mr. Wilson is not a talkative man but he has been doing some 
profound thinking and expressing himself in no uncertain terms 
lately. That's all to the good. Other men of his standing might be 
encouraged to speak up. It might be that this craziness can be 
stopved and it would be splendid if it can be stopped before that 
$92 billion which the military already has is spent. 


So I say I regret these criminations and recriminations »bout 
the rearmament program not being as advanced as it should be. 
With this one exception: The responsibility for the boys in F orea 
not having what they need, not just the Air Force but the whole 
crowd, should be fixed. And the military shouldn’t be permitted 
to get off the hook by saying we disarmed too fast after World 
War II and they were put on a too skimpy diet. From the end of 
World War II, to the time of Korea, the military was getting $15 
billion a year an‘ as I have already said, $1 billion was going to 
the Air Force. This was the budget that the much-maligned Louis 
Johnson was trying to trim and the main target of his trimming 
efforts was the duplicated and half-jilled hosvitals strewn around 
the country. We should be rejoicing in the rearmament lag. Par- 
ticularly is this true when you realize that the obsolescence of 
tanks and planes and guns and the like is so great in war and even 
in such peace as we are having, makes ridiculous a program which 
is predominantly directed at loading up on such large quantities 
of them. 


There is the added difficulty of voices like Anthony Eden’s 
and GM Wilson’s getting anywhere in the confusion which wran- 
gling about the status of the rearmament program engenders. It 
militates against a possible revulsion against the spending on the 
part of the public. The most likely reaction on the part of the poli- 
ticians will be to give the military more money and make further 
inroads upen the civilian economy. For it seems always to be’ the 
safer course for the politicians in such times to wave the flag, and 
beat their breasts about the Russian menace. 











With Shields & Co. 
(Special te THe Financiat CHRONICLE) 

BEVERLY HILLS, Calif.—Jean- 
nette C. La Touf has become asso- 
ciated with Shields & Company, 
9478 Santa Monica Boulevard. 
Miss La Touf was formerly. with 
Daniel Reeves & Co. and Walston, 
Hoffman & Goodwin. 


Joins Daniel Reeves 


(Svecial io Tue Financia, CHONICLE) 


BEVERLY HILLS, -Calif.—Chas. 
W. Burger has become affiliated 
with Daniel Reeves & Co., 398 
South Beverly Drive, members of 
the New York and Los Angeles 
Stock Exchanges. He was previ- 
ously with Quincy Cass Associates. 
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Television Comes of Age 


By ROSS D. SIRAGUSA* 
Chairman, Admiral Corporation, Chicago 


Revealing television industry within four years has attained a 


multi-billion dollar stature, Mr. 


Siragusa ascribes this to TV’s 


value in entertainment and education. Gives reasons for mid- 

year slump in TV set sales, and reports, because of restric- 

tions on raw materials, production, at present, has been below 

sales of most manufacturers and thus the industry’s readjust- 

ment is pretty well completed. Estimates industry can produce 

five million sets annually under present restrictions, but fore- 
sees vastly greater potentialities in future. 


My own industry is so young 
that it is hard even for many of 
us who have taken part in its 
meteoric development fully to 
realize the im- 
portance it has 
assumed in 
American life. 
Phat is what 
prompted me 
to choose for 
my subject — 
“Television 
Comes of 
Age.” When 
we appraise 
TV today it 
scarcely seems 
possible that a 
scant five 
years ago it 
was still con- 
fined to the 
laboratory. The public had heard 
a lot about TV as one of the post- 
war wonders that would be un- 
veiled at some future date. But 
as recently as 1946, there was no 
telecasting except by a half dozen 
stations operating on non-com- 
mercial, experimental licenses, 
and no production of receivers 
except {#@ a few hand made 
models. 


A Multi-Billion Dollar Industry 


Since then, or more accurately 
since the spring of 1947 when the 
Federal Communications Commis- 
sion began issuing commercial 
telecasting licenses, the industry 
has attained multi-billion dollar 
stature. Starting from ‘scratch in 
1947, production capacity capable 
of building 8,000,000 receiving sets 
annually has been created. Last 
year American families spent 
$2,000,000,000 for 7,500,000 receiv- 
ers. This year sales will approxi- 
mate 5,000,000 sets, despite the 
very bad spring and summer 
slump which I shall discuss later. 
Today almost 14,000,000 families, 
or slightly more than 50% of those 
living in areas having telecasting 
service, are TV owners. 

While this development in re- 
ceiver production and distribution 
has been in progress 108 telecast- 
ing stations have been placed in 
operation in 63 cities. There would 
be several hundred more on the 
air in many additional cities if 
the FCC had not frozen the li- 


*An address by Mr. Siragusa before 
the Fourth National Credit Conference 
sponsored by the American Bankers As- 
sociation, Chicage, Ill., Dec. u, 1951. 
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censing of new stations away back 
in September, 1948, when the in- 
dustry was just getting started. 
Four national networks are now 
in operation and coast-to-coast 
hookups became a reality just two 
months ago, when the nation was 
spanned by a combination of 
coaxial cable and microwave relay 
stations. It is estimated that the 
108 stations and four networks 
will have a combined billing of 
approximately $250 million in 
1951, compared with less than $35 
miliion in 1949. As bankers you 
can readily see that prior to 1949 
the stations then on the air oper- 
ated largely on capital and faith. 

From these few figures I think 
it is evident that no other new 
product, not excepting the auto- 
mobile, radio and motion pictures, 
ever captured the heart of the 
American people so quickly and 
so completely. 

The reason that TV was ac- 
cepted with such unprecedented 
rapidity is obvious and simple. It 
represents the greatest value in 
entertainment and education ever 
offered to the American people. 
For a very small investment as 
consumer durable goods go, and 
pennies in operating expense, TV 
provides ringside seats right in 
the living room for the whole 
family for everything from top 
sport spectacles to such history- 
making events as the recent sign- 
ing at San Francisco of the Jap- 
anese peace treaty. 


The Mid-Year Slump 
You may be thinking, “Why, 
with such a background, did TV 
sales drop so precipitously in the 
second quarter of this year?’”’ Why 
were sales of the whole industry 


less in the month of June than 
Admirals’ sales alone were in 
March? 


There are five principal reasons. 
They are worth examining not so 
much because they explain the 
slump—which is now past history 
—but because of their bearing on 
the future. 

First was the government fre2ze 
on new stations which restricted 
the TV market to 63 communities. 
This denied and continues to deny 
TV service to almost 40% of 
American households. So far as I 
know, no new industry in this 
country ever before had its mar- 
ket restricted to little more than 
half of its potential by govern- 
ment edict. 

Second, were the several waves 
of panic buying which followed 
the outbreak of shooting war in 
Korea. The fear buying of the 
last half of 1950 and the first quar- 
ter of 1951 constituted borrowing 
from future sales. Practically all 
consumer durable lines felt some 
cegree of reaction in the second 
and third quarters of this year. 
TV had its time of reckoning be- 
ginning late in March. 

TV’s third handicap was the 
FCC decision giving the go ahead 
to mechanical, non-compatible 
color telecasting late in 1950. This, 
of course, caused buyers to hold 
back in the very mistaken belief 
that color TV was imminent. 

Fourth and fifth were the im- 
position of regulation, W and the 
10% excise tax, also in the fall of 
1950. 

Any way you add up those five 
factors they would be a terrific 
handicap for any industry, young 
or old. 


The Current Picture 


So much for the background. 
Now let’s look at the current pic- 
ture. Production hit bottom in 
June and dragged along at a very 
low level through the summer un- 
til late August, when it turned 
sharply upward. Since then it has 
leveled off at approximately 400,- 
000 units per month, which is 
about the industry’s capacity un- 
der present restrictions on the use 
of raw materials. Production has 
been held belaw sales by most 
manufacturers with the result that 
total inventories of manufac- 
turers, distributors and retailers 
in the industry are estimated at 
1% million units now as com- 
pared with more than 2% million 
units at the peak last spring. In- 
ventories currently represent a lit- 
tle over two months’ sales at the 
present rate of turnover, which is 
a satisfactory relationship. 


Present signs all indicate that 
the industry’s readjustment has 
been pretty well completed. The 
anticipatory buying of 1950 and 
early 1951 was compensated for 
by almost six months of very sub- 
normal sales. Prices have been 
reduced to a level more than off- 
setting the effect of the excise tax. 
They are now at an irreducible 
minimum—especially since costs 
are again pointing upward. Much 
needed liberalization of regulation 
W was obtained last August. 


Color TV Situation 


Color has been effectively re- 
moved as a deterrent to sales by 
a request from Defense Mobilizer 
Wilson that production of color 
receivers be. indefinitely  sus- 
pended because of shortages of 
both materials and engineering 
talent. The industry has willingly 
acceded to this request. As a mat- 
ter of fact, only one manufacturer, 
a subsidiary of Columbia Broad- 
casting Company which was the 
sole proponent of mechanical color 
TV, had started the manufacture 
of receivers. Columbia has also 
suspended color telecasts, which 
it had launched on a very limited 
basis in a few cities. 


Mr. Wilson did not, however, 
request that research on color be 
abandoned during the current 
postponement, because color re- 
search has important implications 


for military electronics. The in- 
dustry has been’ working inten- 
sively to perfect an electronic 
color system which would over- 
come the very serious shortcom- 
ings of the mechanica] method. 
Recently substantial progress has 
been made. One compatible sys- 
tem permitting programs broad- 
cast in color to be received on 
present black-and-white sets is 
already being field tested with re- 
sults that are reported favorably 
by our engineers. Therefore, it is 
not unlikely that the controversy 
over. color within the industry 
may be settled by technical prog- 
ress long before the defense situa- 
tion will permit a further attempt 
at commercial exploitation. 


The net of the situation for TV 
is that Admiral had to resume al- 
locating its output two months 
ago. Other leading brand manu- 
facturers no doubt are facing the 
same problem. Those of you who 
have TV distributors and dealers 
among your customers probably 
are wondering what this means to 
them. It is our estimate that dis- 
tributors and dealers will fare 
quite well. They should be able 
to reduce discounting and long 
trade-ins to a minimum and cut 
sales costs generally so that their 
final results will be much more 
satisfactory than in the second and 
third quarters. They will not, of 
course, enjoy the very lush profits 
obtained under the highly ab- 
normal conditions prevailing in 
1950: 

After this month, when the pre- 
Christmas seasonal sales peak has 
been passed, we expect receiver 
production will be adequate to 
maintain a reasonably even baAl- 
ance with sales for the next three 
to six months. This estimate could 
be upset, of course, if production 
is further curbed by an increase 
in military requirements. Under 
present material restrictions the 
industry can produce no more 
than 5,000,000 sets annually. Pro- 
duction at that rate is possible 
only because we have been able 
to devise important savings of 
critical materials. In our house- 
hold appliance division we have 
not been nearly so fortunate. For 
example, on refrigerators it has 


been necessary to reduce pfroduc- 
tion by almost the exact amount 
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of our most severe material cut- 
back. 

As far as Admiral itself is con- 
cerned, defense orders will take 
up any capacity idled by material 
cutbacks. We already have a very 
substantial government 
for electronic equipment. At the 
same time we are maintaining ci-—« 
vilian production at the maximum 
level permitted by the materials 
allowed us. A substantial flow of 
civilian goods must continue to go 
to distributors and dealers or the 
industry’s marketing structure 
will not be strong enough to de 
the job expected of it when the 
defense build-up has been com- 
pleted. 

While on the subject of defense 
work, I should tell you that it is 
very close margin business, which 
is as it should be. Our experience 
indicates that military work takes 
about twice as much floor space 
per dollar of production as civilian 
output. This factor, combined 
with renegotiation and present 
taxes, restricts net earnings te 
approximately three cents per 
sales dollar. In comparison, Ad- 
miral’s civilian business in the 
year and three-quarters up te 
Sept. 30, 1951, which includes both 
bodm and poor times, yielded 
average net earnings of 6% cents 
per dollar of sales. 


Long-Term Outlook 


Thus far I have dealt only with 
the short-term outlook for TV. 
Ordinarily when one is prophesy- 
ing it is an accepted rule that the 
need for caution increases geo~- 
metrically with the length of time 
covered by. the forecast. Televi- 
sion, in my opinion, is one of 
those exceptions that proves the 
rule. TV is destined to become as 
universal in the American home 
as radio is today. If it were not 
for the restricting effects of a de- 
fense economy I would expect 90 
to 95% of American homes te 
have receivers within five or six 
years. Even with a defense econ- 
omy that market penetration 
should be attained within 10 years, 
barring some cataclysmic event 
such as total war. 

Earlier I pointed out that the 
freeze on new telecasting stations 
imposed by the FCC in Septem- 


Continued on page 22 
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Collett & Company, Inc. 


Indianapolis Bond and Share Corporation 


is not an offering of these shares for sale, or an offer to buy, or a solicitation of an offer to buy, any of such shares. 


The offering is made only by the Prospectus, 


66,000 Shares 


Indiana Gas & Water Company, Inc. 


Common Stock 
$10.00 Par Value 


Rights, evidenced by Subscription Warrants, to subscribe for these shares have been 
issued by the Company to holders of its Common Stock, which rights 
expire December 14, 1951, as more fully set forth in the Prospectus. 


Subscription Price to Warrant Holders 


$21.25 per share 


Copies of the Prospectus may be obtained from the undersigned only 
in states in which the undersigned are qualified to act as dealers in 
securities and in which the Prospectus may legally be distributed. 


Blyth & Co., Inc. 


City Securities Corporation 
Hemphill, Noyes, Graham, Parsons & Co. 
Kiser, Cohn & Shumaker, Inc. 

















——. 
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Dealer-Broker Investment 


Recommendations and Literature 





lt is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 

Defensive Stocks—Ten stocks selected for stability—F. P. 
Ristine & Company, 15 Broad Street, New York 5, N. Y. 

Higher Earnings—Analysis of candidates for higher earnings 
ze — & Co., 407 Montgomery Street, San Francisco 

, Calif. 

Investing for Income—Brief data on Canadian Chemical Co., 
Ltd., Traders Finance Corp., British Columbia Power Corp., 
International Nickel, and Canada Iron Foundries Ltd.—Ross, 
Knowles & Co., 330 Bay Street, Toronto, 1, Ont., Canada. 


Outlook—Market and world situation—Uno Equities, Inc., 30 
Pine Street, New York 5, N. Y. 


Over-the-Counter Index—Booklet showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 12'%2-year period. Of 
the 35 companies represented in the National Quotation Bu- 
reau’s Over-the-Counter Industrial Stock Index, 12 trace 
their ancestry to years before the Civil War and another 
nine had their beginnings in 1900 or earlier. Twenty-three 
of the companies have been paying dividends continuously 
from seven to seventy-nine years. Of the other twelve, one 
started paying dividends 119 years ago, and its stockholders 
have received annual dividends regularly with the exception 
of the years 1833, 1840 and 1858—National Quotation Bureau, 
Inc., 46 Front Street, New York 4, New York. 

Portfolio—Suggestions—Francis I. du Pont & Co., 1 Wall St., 
New York 5, N. Y. 


Portfolio Analysis—Chart of action of various industries— 
Dean Witter & Co., 14 Wall Street, New York 5, N. Y. 


Tokyo Stock Exchange—Spot quotations on major stocks— 
Nomura Securities Co., 1-1, Kabuto-cho, Nihonbashi, Chuo- 
ku, Tokyo, Japan. 

* aa s 


American & Foreign Power Co.—Analysis—Sutro Bros. & Co., 
120 Broadway, New York 5, N. Y. 


Atchison, Topeka & Santa Fe Railway—Analysis—H. Hentz & 
Co., 60 Beaver Street, New York 4, N. Y. Also available is 
an analysis of Avon Products, Inc. 


Beryllium Corporation—Analysis—Cruttenden & Co., 209 South 
La Salle Street, Chicago 4, Il. 


British American Oil Co.—Memorandum—Shearson, Hammill 
& Co., 14 Wall Street, New York 5, N. Y. 

British Industries Corporation—Analysis—Strauss Bros., Inc 
42 Broadway, New York 4, N. Y. 

Canadian Pacific Raitway Company—Brochure—A. G. Becker 
& Co., 120 South La Salle Street, Chicago 3, Ill. 

Domestic Finance Corp.—Bulletin—Smith, Burris & Co., 120 
South La Salle Strete, Chicago 3, III. 

Eastern Airlines—Analysis—Van Alstyne, Nuel & Co., 52 Wall 
Street, New York 5, N. Y. 

Gear Grinding Machine—Write-up—Lerner & Co., 19 Post 
Office Square, Boston 9, Mass. Also available are write- 
ups on National Company, Riverside Cement “B,” and Seneca 
Falls Machine. 

Mountain Fuel Supply—Analysis—Edward L. Burton & Co., 160 
South Main Street, Salt Lake City 1, Utah. Also available 
_are analysis of Equity Oil and Utah Southern Oil. 

North Canadian Oils Ltd.—Booklet—Aetna Securities Corp., 
111 Broadway, New York 6, N. Y. 

Puget Sound Power & Light—Review—lIra Haupt & Co., 111 
Broadway, New York 6, N. Y. 

St. Regis Paper—Review—Ira Haupt & Co., 111 Broadway, 
New York 6, N. Y. 

Seneca Oil Company—Analysis—Genesee Valley Securities Co., 
Powers Building, Rochester 14, N. Y. 

Skiatron Electronics & Television Corporation — Bulletin — 
Moran & Co., 744 Broad Street, Newark, N. J. 

Stewart Warner Corp.—Analysis—Sincere and Company, 231 
South La Salle Street, Chicago 4, Ill. 

United States Radiator Corporation—Analysis—J. R. Williston 
& Co., 115 Broadway, New York 6, N. Y. 

U. S. Thermo Control—Data—Raymond & Co., 148 State Street, 
Boston 9, Mass. Also available is information on Thermo 
King Railway. 

Whiting Corporation—Analysis—May & Gannon, Inc., 161 Dev- 
onshire Street, Boston 10, Mass. 

Wisconsin Electric Power Company—Discussion—Loewi & Co., 
225 East Mason Street, Milwaukee 2, Wis. Also available 
is a discussion of the Revenue Act of 1951 and Its Initial 
Impact on Corporate Earnings. 














Delhi Oil 
Kerr Mc Gee 


For Banks, Brokers 


and Dealers 








Primary Republic Natural Gas 
Markets Petroleum Heat & Power 


TROSTER, SINGER & Co. 


Members: N. Y. Security Dealers Association 
74 Trinity Place, New York 6, N. Y. 
Telephone: HA 2-2400. Teletype NY 1-376; 377; 378 
Private wires to 
Cleveland-Denver-Detroit-Los Angeles-Philade!phia-Pitisburgh-St Louis 
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Savings Bonds “On Trial’ 


stocks. The life insurance invest- 
ment facilities are highly skilled 
with large technical staffs for in- 
vesting. Isn’t it true that with all 
these facilities their yield on in- 
vestments is just a little above 
3%? 
A. Yes, currently. 


Q@. These insurance companies 
are allowed to invest in common 
stocks now in New York and 
other important states. Isn’t it 
true that they have not seen fit 
to take anywhere near full advan- 
tage of this privilege. That only 
about three-quarters of 1% of 
their invested assets are in com- 
mon stocks? 


A. I haven't the answer to that. 
But I’d like to call to your atten- 
tion a study prepared by one of 
the savings banks. , This shows 
that since 1927 a common stock 
program of investing a fixed sum 
of equal amounts each year since 
1927 in 14 leading common stocks 
would by 1949 have doubled the 
capital invested and yielded a 
return of 7.3%. 


Q. Just vne more question, Mr. 
Gould. In a Town Hall program 
a year ago you answered an in- 
quirer who wanted to know how 
to invest safely in common stocks 
by saying “Well, if only I knew 
the answer to that, I wouldn’t be 
an editor.” Isn’t that so? 


A. Oh yes! that is correct. 


Re-Direct Examination by 
Mr. Hughes 


Q@. Mr. Coyne’has develped the 
point that there were times when 
Liberty Bonds sold below their 
value, in contrast to the present 
Savings Bonds. In terms of pur- 
chasing power, however, where 
does the present buyer stand, who 
bought 10 years ago? 

A. Very badly. He has put in 
$75, received $100 which are only 
worth $53 in purchasing power. 
So he has lost money. 

Q. Is the $580 million which it 
might cost annually to raise the 
rate by 1% a fair price to pay for 
the great advantages which would 
result in terms of a better Savings 
Bond program? 

A. By all means, 


Summation by Mr. Coyne for the 
Affirmative 

There is one bright spot in this 
world today. That spot is Amer- 
ica! Defense Savings Bonds are a 
part of our American system. 
Forgetting the complexities of fi- 
nance, in language that you and 
I understand, Defense Bonds 
mean: 

(1) The money we invest is 
safe. 


(2) We can get our money 
when we want it. 

(3) The return on our invest- 
ment is fair, and it is sure. 

(4) When we buy Bonds we 
are members of an army of 50,- 
000,000 who have a stake in our 
government and who, by buying 
Bonds, live their belief in a gov- 
ernment by the people. 

I ask your vote in favor of 
these Bonds tonight and your 
best vote is your action in buy- 
ing them and urging others to do 
so. This is good for the country. 
It is good for you. For you and 
I and our country are the same. 


Summation by Mr. Hughes for the 
Negative 

The issue before the Television 
jury is whether the U. S. Savings 
Bond gives a fair return to the 
investor. The answer is quite 
simple. The yield is 2.93%, the 
same yield as has obtained 
during the past 10 years and 
a period when dollars became 
worth 47% less. So the buyer 
is minus in terms of purchasing 
power. Thus the return is obvi- 
ously unfair. 

The Savings Bond policy also is 
unsound, it should aim to get into 
the hands of the people a far 
greater number of the Bonds. 





COMING 
EVENTS 


In Investment Field 








Dec. 7, 1951 (New York City) 


Security Traders Association of 
New York annual election at the 
Antlers Restaurant. 


Dec. 13, 1951 (Cincinnati, Ohio) 


Cincinnati Stock & Bond Club 
election of directors. 


Jan. 28, 1952 (Chicago, Il.) 
Bond Traders Club of Chicago 


annual dinner at the Furniture 
Club. 


Feb. 8-9, 1952 (Chicago, Ill.) 

Winter Meeting of Board of 
Governors of Investment Bankers 
Association at the Edgewater 
Beach Hotel. 


May 1-2, 1952 (Galveston, Tex.) 

Texas Group of Investment 
Bankers Association Spring Meet- 
ing at the Hotel Galvez. 


May 14-17, 1952 (White Sulphur 
Springs, W. Va.) 
Spring Meeting of the Board of 
Governors of the Investment 
Bankers Association. 








SECURITY TRADERS ASSOCIATION OF NEW YORK 


The Security Traders Association of New York (STANY) 
Bowling League standing as of Nov. 29, 1951 are as follows: 


TEAM— Points 
Kumm (Capt.), Ghegan, R. Montanye, Krassowich, Manson 38 
Goodman (Capt.). Weissman, Farrell, Valentine, Smith___. 36 
Serlan (Capt.), Gold, Krumholz, Young, Gersten___------- 34 
Leone (Capt.), Tisch, O’Marra, Nieman, Bradley___---_---- 324 
Mewing (Capt.), G. Montanye, M. Meyer, Lapato, Klein... 32 
Krisam (Capt.), Gavin, Gannon, Jacobs, Murphy__-----~-- 29 
Bean (Capt.), Lax, H. Frankel, Werkmeister, Ried___----- 29 
Burian (Capt.), Siepser, Gronick, Growney, Kaiser_-_-_-~---- 28% 
Donadio (Capt.), Rappa, O’Connor, Whiting, Demaye-_-_-_--- 28 
Hunter (Capt.), Craig, Fredericks, Weseman, Lytle_____-_-_~ 28 
Greenberg (Capt.), Siegel, Cohen, Sullivan, Voccoli_____--- 24 
H. Meyer (Capt.), Swenson, A. Frankel, Wechsler, King-_-. 21 


200 Club 


Ricky Goodman ___.214 
Paul Fredericks ____206 


Five Point Club 
Tom Greenberg 





Stein Roe & Farnham 
Opens N. Y. Office 


Stein Roe & Farnham, Chicago 
investment counsel firm, has 
opened a New York office at 
60 Broadway. 
Manager will 
Be Henry B. 
Thielbar, for- 
mer partner of 
Naess, Thomas 
& Thielbar. 
L. Z. Morris 
Strauss, Jr., 
from the Chi- 
cago office of 
Stein Roe 
Farnham, will 
be associated 
with him. 

Sydney Stein, 

Henry B. Thielhar Jr., partner 

stated that 
“the establishment of the eastern 
office is expected to add to the 
effectiveness of our research or- 
ganization and enable us to keep 
in closer touch with the many im- 
portant financial houses and other 
corporations headquartering in 
New York. The move has been 
contemplated for some time in 
order to serve a growing clientele 
in the region.” 

The firm of Stein Roe & Farn- 
ham was organized in Chicago in 
1932 to provide investment coun- 
sel service to individual investors 
and institutions. It also manages 
the Stein Roe & Farnham Fund, 
Inc., an unloaded mutual invest- 
ment fund primarily serving the 
needs of smaller investors. 

Mr. Thielbar has been an in- 
vestment adviser since graduation 
from Harvard Business School in 
1936, except for Navy service dur- 
ing the war. Prior to "he war, he 
was associated with lexander 
Brown & Sons in Baltimore and 
later managed the trust depart- 
ment of an Atlanta, Ga., law firm. 

Mr. Strauss, a graduate of New 
York University Graduate School 
of Business Administration, has 
been in the Chicago office of 
Stein Roe & Farnham for the past 
two years. He was formerly 
associated with the Chemical Bank 
& Trust Company of New York. 
During the war he served-with the 
8th Air Force. 


Many With Mutual 


. 
Fund Associates 
(Special to Tne FINANCIAL CHRONICLE) 


SAN FRANCISCO, Calif.—Mu- 
tual Fund Associates, 127 Mont- 
gomery Street, have added to their 
staff Alfred E. Baker, Howard H. 
Barrows, Jr., Russell M. Bate, 
Frederick Bense, Willard A. Berg- 
wall, Frank Deaver, C. Kenneth 
DeWitt, Jr., Mrs. Eloise H. Ham- 


mel, William J. Hammel, Marshall 
V. Hardenbrook, Denise V. Hughes, 
Maxwell L. Johnston, Maurice G. 
Keene, Marshall C. Kelley, John 
V. Littlefield, Joseph C. Michels, 
Rudolph H. Nurmi, Raymond F. 
Paxton, John R. Reardon, Charles 
M. Schwieso, Ellen A. Smith, Har- 
ris F. Soderwall, Gene F: Taylor, 
Robert W. Thomas, Basil C. 
Walker and Earl S. Waltz. All 
except Mrs. Hammel, Mr. Schwieso 
and Mr. Walker were previously 
with Paul C. Rudolph & Co. 
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Inflation—Has It Ended or 
Merely Slumbering? 


By EMERSON 


P. SCHMIDT* 


Director of Economic Research, 
Chamber of Commerce of the United States 


Contending inflation is not an 


unmitigated evil, though infla- 


tion-fed prosperity may be illusory, Dr. Schmidt holds it is 
reasonably safe to say “we have conquered inflation for time 
being, at least.” Stresses balanced budget as most important 
inflation curb, and maintains Federal Reserve through its con- 
trol of bank reserves can prevent over-expansion of credit. 


Says, however, free economy 


is impossible unless we also 


have free money market. Lists inflation curbs. 


Inflation is not an unmitigated 
evil. That is why it is hard to 
stop. 

Except for creditors and others 
with lagging 
incomes, such 
as pensioners, 
nearly every 
group benefits 
from inflation 
in the short 
run. The 
overwhelming 
majority 
of people 
prosper under 
inflation as 
never before. 

Jobs are 
easy to get, 
little work 
time is lost 
through short or. E. P. Schmidt 
work weeks or unemployment. 
Overtime at time-and-a-half or 
double-time is common: Debtors, 
which include governments, find 
their debt loads eased. Business- 
men can sell everything they can 
produce. Profits are good. Busi- 
ness debts can be paid off with 
cheapened dollars. Farmers’ in- 
comes rise. Finally, the benefici- 
aries of government spending — 
and this is the chief factor lead- 
ing to inflation—cash in enor- 
mously. This includes the Penta- 
gon, most other government em- 
ployees, businessmen who are 
government contractors and sup- 
pliers, home builders, house buy- 
ers, realtors and borrowers. 


It is easy to blame the govern- 
ment for inflation, but back of the 
government are many persons and 
groups either demanding policies 
which are inflationary or con- 
doning such policies. That is why 
it is so hard to stop inflation. 


Inflation-Fed Prosperity May Be 
Illusory 


Yet, these illusions of weil-be- 
ing during an inflation have al- 
ways come to an end—as they 
must again. Inflation creates fe- 
verish economic activity. But, in 
time, labor hoarding, labor pirat- 
ing, inefficiency, and enormous 
labor turnover iead to reduced 
productivity per man-hour, and 
perhaps to a decline in total prod- 
uct, even though there is more 
than full employment. Manage- 
ment becomes lax and waste 
mounts. In the German inflation 
of the 1920s, physical production 
in the aggregate started to de- 


*Address by Dr. Schmidt at 56th 
Annual Congress of American Industry, 
sponsored by” the” National Association 
of ce pe on the topic, “How 


ation?” New ork City 
December 5, ior. Z 








cline before the peak of inflation 
was reached, yet nearly everyone 
felt exceedingly prosperous. 


Inflation ultimately means a 
relatively “empty economy.” How 
empty, for example, has the Brit- 
ish economy become under sus- 
tained inflation of more than a 
decade? While the official figures 
and ECA reports tell us that in- 
dustrial production in Britain is 
now 58% above prewar, Dr. Colin 
Clark, one of the most noted sta- 
tistical analysts in the world, 
states that in Britain output per 
man-hour probably has not in- 
creased more than 5% in the last 
12 years—and half of this im- 
provement has been allowed to 
evaporate in a shorter work week. 
Clark finds that the British na- 
tional net product has risen by 
only 18.3% since 1938 and the net 
product per person in work by 
only 3.1%. (“The Statist,” Lon- 
don, Sept. 29, 1951, page 405.) As- 
suming that Clark is only approx- 
imately correct, ECA and the of- 
ficial British figures have indeed 
played some tricks on us. This 
would also explain why the Brit- 
ish economy has not regained its 
health. Such artificial economic 
stimulation is one reason why the 
British loan, the Marshall Plan 
and all the other aids have not 
put the British economy back on 
its feet and why we will be 
called upon for still further aid. 
It is of interest to note that the 
Federal Reserve Bank index of 
physical production in our own 
country rose 10% from June, 1950, 
to last January, but has been vir- 
tually stationary since then. 


What Is Inflation? 


To the man in the street, and, 
alas, many politicians and even 
governmental administrators, in- 
flation is merely “rising prices.” 
Recently, “The Economist,” (Lon- 
don), stated: The more the public 
mind becomes concerned about 
inflation, the more muddled it 
shows itself to be... .” 


Webster defines inflation as a 

“Disproportionate and relatively 
sharp and sudden increase in the 
quantity of money or credit, or 
both, relative to the amount of 
exchange business. Inflation al- 
ways produces a rise in the price 
level.” 

Popular language has merely 
telescoped this very accurate defi- 
nition to read (incorrectly): “In- 
flation is a rise in the price level.” 
Thus a symptom has taken the 
place of the disease. And it is not 
surprising to find some groups 
advocating treatment of the symp- 


Relative Price and Manufacturing Wage Changes 


Consumer Average Average 

Price Heurly Weekly 

Index Earnings Earnings 

Pt winnndwipoewbd 122.5 $0.566 $25.03 
EE ae 99.4 0.633 23.86 

Amgget, THEE cccccccsaceus 174.5 1.349 54.05 
P ge Oe AEC SEES 170.2 1.453 58.85 
COREE TE. cattenccecends 187.4 1.613 65.17 

*Pre-Korean peak in prices. (1935-39100) 
Percentage Rise in Earnings and Prices From 
Selected Dates to October 1951* 
Consumer Hourly Weekly 
Prices Ea 
ER ae +53.0% +185.0% + 160.4% 

| ESE +88.5 + 154.8 +173.1 

August Tl nccnenccctcn + 7.4 + 19.6 + 20.6 
June 1960.......<..<-is. +10.1 + 11.0 + 10.7 


*Most recent data. All data from U. S. Department of Labor. 








tom, namely price rises, by direct 
means such as price and wage 
controls, in a’ manner somewhat 
akin to immersing a fever patient 
in ice water to cool him off. 


Inflation—A Monetary 
Phenomenon 


In mid-1939 we had about $33 
billion of money in our economy 
—currency and checkbook money 
(demand deposits). Today we 
have $118 billion of money. Money 
is subject to the law of supply 
and demand just as are commodi- 
ties. A phenomenal rise in wheat 
production signalizes a decline in 
its exchange value. 


The $85 billion of money which 
we have added since 1939 inevi- 
tably found its way into. our cost 
and price structure, and is re- 
flected in higher and higher costs 
all round.and- higher and higher 
incomes. Costs and prices, of 
course, are merely opposite sides 
of the same shield. Everyone’s in- 
come is a cost to someone else. 

Since the North Korean aggres- 
sion, the Federal cash budget has 
been in slight surplus for the 
period as a whole. So, it is often 
said that deficit spending had 
nothing to do with the marked 
inflation since June, 1950—that the 
inflation has been due to the ex- 
pansion in private credit. There is 
substantial truth in this view, but 
it is not the whole truth. 


Liquid assets — money in the 
hands of the American people, in- 
cluding business—rose from $65 
billion in 1939 to about $250 bil- 
lion at present. These liquid assets 
were chiefly the outgrowth of the 
deficit spending of the depres- 
sion and the war period. Follow- 
ing the North Korean aggression, 
people and business greatly ac- 
tivated these liquid assets, which 
is reflected by a great increase in 
the velocity of money turnover. 
In this sense, all the earlier deficit 
spending helped greatly to feed 
the inflationary forces since the 
summer of 1950. 

Price controls do nothing to 
correct the disparity between the 
supply of goods and the demand. 
The history of. price and wage 
control is one of universal failure 
and. collapse except for short 
periods when a nation was emo- 
tionally and economically unified 
by a major threat from external 
enemies. Even the death penalty 


for violating fixed prices in a 
number of European countries and 
in China had little or no effect. 


Consciousness of price increases 
is universal. But the rise in in- 
comes accompanying these price 
increases is for some obscure 
reason soft-pedalled. Thus the 
politician and the labor leader cry 
out against “extortionate prices,” 
and say nothing about the more 
than corresponding wage increases 
and that of most other incomes. 

Since 1939 the cost of living has 
risen by about 88%, but average 
hourly earnings in manufacturing 
have gone up by 155%, while 
average weekly earnings have 
gone up by 173%—about twice as 
high! 

Since the postwar pre-Korean 
price peak of August, 1948, con- 
sumer prices have gone up only 
7.4%, while average hourly earn- 
ings in manufacturing have gone 
up by 20% and average weekly 
earnings by 21% — about three 
times as much as consumer prices! 

Even since June, 1950, average 
hourly and weekly earnings have 
gone up slightly more rapidly 
than the consumer price index as 
shown by the accompanying table. 

Every change in the consumer 
price index is front page news. 
The Bureau of Labor Statistics, or 
newspaper editors, would perform 
a great service to the public if, 
when announcing a change in the 
price index, they would simul- 
taneously, in the same news story, 
announce also what has happened 
to average straight time hourly 
rates or hourly earnings and aver- 
age weekly earnings. While one 
cannot be sure because new argu- 
ments are always invited and ap- 
plied, it is possible that such si- 
multaneous publication of prices 
and wages would do something to 
mitigate the wage-price spiral. 

The dynamism of the labor 
movement is the chief factor now 

pushing up costs and forcing up 
prices. An easy money policy facil- 
itates this process. But only tight 
fiscal and monetary policies can 
stop it. Then this dynamism will 
translate itself, in the longer run, 
into unemployment. This in turn 
will lead to deficit spending and 
another inflation round. And the 
cycle repeats itself. 

Since last spring the consumer 
price index has been almost 
stable. Wholesale prices reached a 
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peak of 184 (1926=100) and de- 
clined moderately but fairly 
steadily ever since. The Office of 
Price Stabilization takes credit for 
this trend. Thus Mike V. DiSalle 
said on Nov. 25 that price controls 
were working out pretty well, and 
offered as proof figures showing 
that some shoes were selling for 
$1 a pair under ceiling prices. 
(New York “Times,” Nov. 26, 
1951). The OPS has been very 
busy pulling ceilings down to 
meet lower current market prices, 
It is somewhat shocking—or is it? 
—to find the Office of Price 
Stabilization taking credit for re- 
duced prices even though they are 
substantially below ceiling prices. 
Currently, it has been estimated 
that the majority of consumer 
prices are below ceiling. Actually 
the OPS has had little to do with 
stopping price increases and in 
all conscience should not grab 
credit for below ceiling prices. 


In the last half of 1950 we had 
our 1951 inflation, with a slight 
spill-over through February of 
this year. What has caused the 
recent price plateaus and declines? 
Partly, the overbuying in earlier 
months. Partly, the fact that the 
Federal budget has been roughly 
in balance for the entire period. 
The “voluntary” credit restraint 
program helped. Most important 
of all was “the accord” announced 
on March 4 between the Treasury 
and the Federal Reserve System. 
When the Federal Reserve an- 
nounced that it would not longer 
support the Federal debt at the 
previous arbitrary interest rate 
structure, this pulled the plug 
from under the inflationary pres- 
sures. This stopped the monetiza- 
tion of the public debt. 

With Federal government bonds 
selling below par, it was not at- 
tractive for bondholders to sell 
them at a loss in order to use 
their funds for other purposes. 
This also stopped the expansion of 
bank reserves which are the basis 
for extending credit. Quickly, in- 
surance companies found that 
their commitments to make loans 


exceeded their prospective inflow 
of cash, The money market tight- 
ened up. Marginal borrowers were 
confronted with‘ slightly higher 
interest rates and the inflationary 


Continued on page 38 

















Province of New Brunswick 
414% Nineteen Year Sinking Fund Debentures, 


Dated December 1, 1951 


Price 98.12% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
the undersigned and other dealers as may lawfully offer these securities in such State. 


UNION SECURITIES CORPORATION 
LEE HIGGINSON CORPORATION 


HAYDEN, STONE & CO. 


HARRIS, HALL & COMPANY 
(INCORPORATED) 
THE MILWAUKEE COMPANY 


H, M. PAYSON 
December 5, 1951 


This announcement is not an offer to sell or a solicitation of an offer 


The offering is made only by the Prospectus. 


$10,000,000 


due December 1, 1970 





‘HALSEY, STUART & CO. Inc. 


‘BLAIR, ROLLINS & CO. COFFIN & BURR 
INCORPORATED INCORPORATED 
HORNBLOWER & WEEKS L. F. ROTHSCHILD & CO. 


& CO. 
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Quotations and Flotations of ‘51 


IRA U. COBLEIGH 


Author 38 “Expanding Your Income” 


Some random comment on this year’s financial scene; 


and a 


whimsical lead-off article in the traditional welter of year-end 
pontifications, with which you are about to be deluged. 


Nineteen fifty-one was quite a 
year. 
coats, 
Revenue 


featured by mink 
and Molybdenum, Internal 
agents’ descent, and 
International 
Minerals and 
Chemicals 
ascent; revel- 
ing Franchot 
Tones, and 
Bulging 
Building and 
Loans; Billy 
Rose and 
American 
Viscose; South 
Pacific moved 
to London, 
England 
Seated to the 
rigmt, amu 
Gu7ter?la to 
the left: Taft runs as the Repub- 
lican McCoy; and Ike just stays 
coy. Government bonds took a 
market flop; bankruptcy is still 
a~doggin’ the MOP. 1951 was also 
4“ year in which the Williston 
Basin became as famous as the 
Rose Bowl, and with strictly a 
ground attack, produced dazzling 
ynarket gains. And Mutual Funds 
topped $3 billion. 

If you, by good fortune, sur- 
vived that opening paragraph, 
you're definitely in the mood for 
the offbeat financial and economic 


A year 





Ira U. Cobleigh 


«istillations which follow with 
unabated velocity. 
When, on Jan. 1, 1951, roister- 


ers were reacting to the blaring 
but bleak dawn of the New 
Year, optimism as of old, set the 
pace of our American economy. 
There were high hopes that the 
Korean “incident” would be con- 
cluded; that our reputed store of 
atom bombs would make a lamb 
out of Russia; that taxes would go 
mo higher; that we might have a 
definite foreign policy; that the 
Dow Jones industrials would cross 
300; that the Stock Exchange 
would get another dynamic new 
Jeader (which we now have): 
that labor demands would be 
moderate; that Brooklyn would 
win the World Series; and that 
mediocrity would be a less preva- 
jent quality in the men moving 
forward to leadership in the 
American scene. 

Well, let’s face it, the year is 
pretty well shot, and just how 


did we make out? As bankers or 
brokers, businessmen or bookies, 
teachers or touts, politicians or 


plumbers, auto workers or soda 
jerkers or just plain citizens? 
That “Police Action” 
About the Korean “police ac- 
tion,” it’s still with us, and we 
can’t escape the conclusion that 


each of the many semi-truces, 
cease-fires. and negotiation lulls, 
were just so many breathing 
spells permitting the malicious 
Muscovites to assemble new as- 
sault units in their “privileged 
sanctuary,” beyond the Yalu 
River, Statesman or otherwise, 
MacArthur set down for us in 
terms of icy logic, the manner in 
which we best might hope to 
triumph in this baffling and be- 
devilling, and utterly evil game 
the Russians are playing: with 
their goal line technically invio- 
late, while ours remains an open 
target. Bombing concentrations 
of troops and trucks, ammunition 
and airfields, this side or beyond 
the Yalu is the winning strategy 
according to MacArthur. And 
each passing day appears to bring 
us nearer to it. 

We surely have more atom 
bombs than the pink punks and 
we, by now, must have as well 
atomic-war-headed artillery. Are 
we saving them for the mixed 
doubles at Wimbledon” 

What about taxes? Ouch’? 
member Nov. 1—all-time 
personal and corporate levels 
launched upon us, and at the 
same time a distinguished roster 
of those gentlemen assigned to 
collect these paltry items from 
us, were resigning or being 
punted out of the Internal Rev- 
enue Department for extension of 
courtesies and an _ occasional 
favor, here and there, to some of 
our fellow citizens whose tax 
plight in the eyes of these 
worthies, called for an especially 
sOlicitous sort of sympathy. 

About the foreign policy, it 
must be set down that we gained 
Stature at the Japanese peace 
signing in San Francisco, and 
that Secretary Acheson never 
looked better than at the conclu- 
sion of that event. But does that 
undo all the years of playing high 
level ‘“‘footsie” with Chinese Com- 
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mies? Does that dim the memory 
of how close we may have been 
to handing Formosa to the Com- 


mies; or following the Labor 
light-weights of London in giving 
UN recognition to Communist 
China? 


The Market Forecast 
What about the Dow Jones In- 


dustrials? They didn't hit 300, 
but they did pass 275. Bradbury 
K. Thurlow, writing in the col- 
umns of the “Chronicle,” has best 


advanced the bullish cause for this 
year, to my mind; and unless he 
has been misinterpreted by me, 
there is still in his book, reason 
for the Dow Jones 300 figure to 
be crossed. This 300 has seemed, 
as the months passed by, a diffi- 
cult and elusive target, partly be- 
cause of the new tax bite on cor- 
porate earnings, partly because of 
profit-taking, and partly because 
nobody has finally decided which 
is the ascendant goal in our econ- 
omy—guns or butter. 

Further, the rails have given 
the Dow theorists a hard time by 
their stubborn failure to confirm 
the most exuberant upswings of 
the industrials; and we have ob- 
served fine rails like Illinois Cen- 
tral cut their net by about 50% 
from 1950 figures; and offer cash 
dividends quite disappointing in 
their magnitude vis-a-vis earn- 
ings. What should have been a 
golden railroad year has been 
loused up by higher labor costs, 
heavy winter and flood damage, 
and continued powerful competi- 
tion by over-the-road truck and 
trailers (which now total about 
8,600,000 units). There is some 
ray of hope, however, for the rails 
in °52, since so many have just 
entered a period when they can 
show net results from all the new 
cars and Diesels they’ve been 
latching onto. Moreover, those 
roads that have secured acceler- 
ated depreciation (five-year 
write-offs) respecting purchase of 
new equipment, will technically 
be understating their earnings, 
due to exceptionally incisive de- 
preciation debits. And some rails, 
hitherto unheralded, may _ yet 
strike oil or *tranium on their 
lands. (Which reminds me of the 
oil company that found a railroad 
On its property, and thus became 
a short sale!) 

The palm for market brilliance 
among the carriers must be ac- 
corded to Northern Pacific which 
moved from 31% to 63%. 


The Oils Are “Slick” 

Oils glided their way to market 
leadership, lubricated by Texas 
Pacific Land Trust which der- 
ricked its way from 80 to a sort 
of spindle-top of 188; Louisiana 
Land from 32 to 59 on the Curb 
deserves mention; and any refer- 
ence to petroleum shares is in- 
complete without citing their 
sable beauty, Superior Oil of 
California (which just about 
doubled its net earnings, even 
though using most conservative 
accounting techniques), and led 
the Stock Exchange rarefied 
atmosphere department, by mov- 
ing from a low of 355 to a plushy 
pinnacle of 570. Socony Vacuum 
also built a lot of character and 
found a lot of new oil. Yes, 1951 
was a great year to be “oilive’”’! 
My! My! 

Doin’ what comes chemically 
was also doin’ what comes profit- 
ably this past year. Playing oils 
and chemicals back to back was, 
beyond question, the most pro- 
ductive market technique. Start- 
ing with such lordly leaders ‘as 
Allied Chemical, which ranged 
from 58 to 777s, we view Virginia 
Carolina moving from 10%. to 
22%, International Minerals from 
2512’ to 44%; American Cyanamid, 
which pogoed from 71%4 to 131, 
and Dow which. (wifhout the 
slightest help from Jones) moved 
and 11942. Not to 
mention highly therapeutic per- 
formance by pharmaceuticals like 
Merck, Pfizer, Squibb and Searle. 


A great year indeed for test tubes 
and retorts. 


Convertibles Roll Along 
Convertibles, which I have 
dubbed as the security with the 


two-way stretch, had a field day 
in 1951. All-time champion in 
this department was surely the 
mammoth $415 million flotation 
of American Telephone and Tele- 
graph Co. convertible 3%ss which 
rewarded subscribers by rising to 
12344. In the field of convertible 
preferreds the nod goes to Cela- 
nese which marketed, with signal 
success, $100 millions of 4's. 
Splashiest oversubscription was, 
no doubt, Pfizer $4 convertible 
preferred which racked up, as I 
recall it, a 15-point premium on 
offering day. Merck $4 convert- 
ible preferred is also among the 
fine performers here; and if you 
want to switch to utilities you 


. Thursday, December 6. 1951 


will go a long way before you 
find a better convertible tnan 
Commonwealth Edison of Chi- 


cago around 31%. Abbott Labor- 
atories have a preferred en route 
that should also travel in the best 
company. If you wish to own 
go00d senior securities, and at the 
same time, keep one foot in the 
speculative door, you owe it to 
yourself to get the facts about 
the above double-play items. 
Naturally, the foregoing is not 
quite a complete economic sum- 
mary of 1951; partly because the 
year is not yet over, and partly 
because I must leave some ground 
to be covered by Messrs. Babson, 


Stabler, Haney, The National City 
Bank and the London “Econo- 
mist’! About quotations, the best 


I can leave with you is: “Don’t 
overtrade. You'll never get rich, 
if you sell and you switch.” 


How to Find More Oil 


New discoveries will continue if man has vision, freedom to 
explore, incentive to venture, Wallace E. Pratt tells A.A.P.G. 


“Oil and Gas 


AUSTIN, Texas—Big oil fields 
lie undiscovered today because oil 
finders are hampered by the very 
knowledge that has found other 


[Reprinted from 


fields, Wallace E. Pratt, philoso- 
pher-geologist, told 400 geologists 
at Austin, Texas, on Oct. 18. 


Oil will continue to be found as 
long as man has vision, the free- 
dom to explore, and the incentive 
to venture, provided geologists are 
not too quick to condemn possible 
areas on the basis of false assump- 
tions, Pratt declared. He spoke 
before the 18th annual meeting of 
the South Texas Geological So- 
ciety and the 1951 regional meet- 
ing of the American Association 
of Petroleum Geologists. 

Pratt’s address did not deal with 
the aids and techniques now 
known or that may some day be 
known for finding oil; these were 
assumed. It dealt principally with 
men’s minds and also of social 
and political environments. He 
Originally called his address “A 
Philosophy of Oil Financing” and 
later humbly added “An Approach 
sOWEerG.. ce 

Oil finders must reverse their 
present system of calling an area 
unfavorable for the accumulation 
of petroleum just because very 
little is known about that area and 
consider every province as poten- 
tial oil country until it is posi- 
tively proved to be unfavorable, 
Pratt said. Geologists and other 
trained oil finders must maintain 
a constant awareness of what they 
do not know, if they are to long 
continue to find new oil areas. 


No Freak of Nature 


Pratt, former Vice-President and 
director of Standard Oil Co.(N. J.), 
was the first to point out that oil 
was not a freak of nature that oc- 
curred at only a few spots around 
the world but rather that the gen- 
eration of oil was a natural proc- 
ess that might have developed al- 
most anywhere at some time. 

He cited a number of examples 
of how some of the world’s larg- 
est oil fields had been found where 
the world’s most competent geolo- 
gists had said there was no oil. 

Pratt’ pointed out that Kuwait, 
the biggest oil field in the. world, 
went begging at a time when it 
could have been had for the cost 
of exploratory work, because the 
three big international companies 
that knew the most about the oc- 
currences of oil in the Middle East 
were convinced that there was no 
oil in Arabia. It took a small com- 
pany, a company new to the area 
that didn’t know there wasn’t any 
oil in Arabia, to initiate explora- 
tion that eventually opened Ku- 
wait. 

Pratt told how it had become an 
actepted fact that the Woodbine 
pinechout in East Texas had no oil, 
until it was discovered that is; and 
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how until very recently there 
were many who argued that there 
was no producible oil in the Uinta 
basin. 

Many Errors 


Pratt said that though by far the 
greatest amount of oil had been 
found by companies using skilled 
techniques, still there have been 
many grave errors on the part of 
most skilled geologists. He ex- 
plained that this was because what 
little is known about the occur- 
rences of oil often forms “mental 


shadows” that hide what we do 
not know. 
For example, Pratt said, in esti- 


mating proven recoverable re- 
serves, if what we know is small, 
an estimate of what is left will be 
small. He recalled estimates of 
oil reserves in this country, which 
as President of the A.A.P.G., he 
played a major part in setting 
back in 1921. The estimated re- 
maining crude oil reserve at that 
time, Pratt said, was 9 billion bar- 
rels of recoverable oil. Today, he 
pointed out, after 30 years of in- 
creasing production this country’s 
crude oil reserves are estimated 
to be over 25 billion barrels plus 
reserves of liquid petroleum gases 
and natural gas. 


This country has yielded ten 
times as much oil per unit as the 
rest of the world, and Pratt cred- 
its our social and political envi- 
ronment with having played a tre- 
mendous part in this difference. 
Pratt considers oil finding a dual 
task—a task of the individual and 
a task of the community. 


Five Essentials 


Pratt’s philosophy includes five 
essentials for an oil finder: (1) 
Faith (conviction that oil will be 
found at a given spot); (2) Per- 
sistence (not influenced by the 
laughs of others); (3) Venture- 
someness (willing to take a risk 
and to be encouraged by his own 
enthusiasm); (4) Resourcefulnéss 
(ability to find places to dig for 
oil that have been passed ‘or 
avoided by others); and (5) Imag- 
ination (imbued with vision). 


Pratt added that if; in addition 
to having these qualities, a man 
is well trained in the modern art 
of oil finding, so much the better so 
long as he does not let his knowl- 
edge obscure what he doesn’t 
know. 


An oil finder, Pratt said, cannot 
know all the answers, so he must 
always be alert to what he doesn’t 
know. He must never assume his 
knowledge is complete, because it 
won't be. His deductions may be 
logical, his conclusions plausible 
in the light of what is known 
today, but, declared Pratt, that 
doesn’t make them right in the 
light of what may be known to- 
morrow. 
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Ultimate Consequences 
Of Our Fiscal Policy 


By DR. WILLIAM F. EDWARDS* 
Dean of the College of Commerce, Brigham Young University 


Dean Edwards declares our astronomical spending comprises 
greater threat to nation’s future than any foreign nation’s 
atomic bomb, and present tax rates comprise equivalent of 
taking over most of individual’s property. Asserts taxes are 
undermining ability to save, thus threatening to destroy our 
way of life. Maintains government has become too big to 
watch, causing people to lose their sense of values. 


“Russia has developed a new 
super-atomic bomb so destructive 
that if only one were to hit the 
American continent, it would cause 
destruction - -) 
throughout 
the land. She 
has also de- 
veloped a new 
guided missile 
which can 
carry this 
bomb at a 
speed greater 
than sound. 
This makes it 
almost impos- 
sible to inter- 
cept the weap- 
on. Russia 
even now 
squats as a cat 
watching a 
mouse, waiting only for the few 
months necessary to build up a 
supply of these earth-destroying 
bombs.” 

If each of us believed that state- 
ment to be true, we would obvi- 
ously be deeply concerned. I plead 
with you to become that con- 
cerned over a force that is operat- 
ing in this country, and that has 
destroyed more nations than mili- 
tary conquests. It may be a greater 
threat to our future than any for- 
eign power. 

The Congress has completed its 
work and returned home. Now 
we can reappraise our position, 
adequate courage permitting. 

For the current fiscal year end- 
ing June, 1952, the Federal budget 
calls for expenditures of about $72 
billion. However, this Congress 
approved expenditures approach- 
ing $100 billion, and it is seriously 
proposed that the budget for the 
subsequent fiscal year total $90 
billion, or more. Not being able 
to comprehend such large sums of 
money, we may not be fully aware 
of the atomic danger. Oh, how I 
hope I can reduce the problem to 
understandable proportions, and 
thus contribute to our wisdom. 

The United States of America 
was established as an ideal in the 
hearts of courageous, God-loving 
people, “We hold these truths to 
be self-evident, that all men are 
created equal, that they are en- 
dowed by their Creator with cer- 
tain inalienable Rights, that among 
these are Life, Liberty, and the 
Pursuit of Happiness.” Thus came 
into being, “A Government of the 
People, by the People, and for the 
People.” 

“Seven score years witnessed the 
growth of this “ideal” into the 
richest nation in all the world. 
The average laborer’s family was 
living in greater comfort than 
previously enjoyed by Kings, even 
though many things were not yet 
right. During this period of time, 
from the inaugural of George 
Washington to Franklin D. Roose- 
velt, the Federal Government col- 
lected from the people $91.6 bil- 
lion. We now contemplate spend- 
ing this amount of money in one 
year! 

’ We have all stopped the car at 
a crossing and watched a freight 
train go by. We have counted 30, 
40, 50 and maybe 70 cars and 
wondered -if there were an end. 
The average boxcar will carry a 
load of about 40,000 pounds. Sil- 
ver dollars weigh 412.5 grains 


Dr. Wm. Edwards 





tA ddress by Dr. Edwards before 
the i ne Club, Salt Lake City, Utah, 
Nov. 13, 1951. 





each, which is at the rate of ap- 
proximately $17 to the pound. One 
of these boxcars could thus haul 
about $680,000 in silver. It would 
take 132,500 boxear loads of silver 
to equal $90 billion. This would 
be a train about 1,050 miles long. 


We still talk in terms of dollars, 


*5ut we must think in larger units 


when talking about the Federal 
budget. 


Spending money at the rate of 
390 billion is spending $7.5 billion 
per month, $250 million per day, 
$31 million per hour, assuming an 
8-hour day, and almost $500 thou- 
sand per minute 


President Truman recently made 
the following statement regarding 
the budget: 


“I wish everybody in the coun- 
try could read the budget message 
of the Federal Government. I am 
proud of the budgets that have 
been prepared since I have been 
President. I want to say to you 
that I know every figure in every 
one of them, I want the people 
to understand them. .. . I do not 
think anyone ought to take his 
complaints about government 
spending too seriously until he has 
gone to the trouble of finding out 
what it is all about.” 

Would it be reasonable to ex- 
pect each of us to spend 10 min- 
utes for each $1 million in the 
budget? It is hard to conceive of 
any man making even a cursory 
inspection of that amount of 
monéy in such a short period of 
time. Nevertheless, if we -devote 
all of our time to the budget and 
work 40 hours per week, 50 weeks 
per year, it would take 7% years 
to review the budget. And there 
is a new budget each year. Is it 
possible for any person to know 
every figure’? 

In keeping with the speed of 
the day, maybe we could get by 
with one minute for each million 
dollars in the budget. Now let each 
person, including the President, 
allot 20 hours per week to a study 
of the budget. Even at this speed, 
it would take a year and a half to 
review one year’s budget. 

The budget has become so large 
that it is beyond the capacity of 
mortal man to study or compre- 
hend it. This is equally true 
whether you be a local merchant 
or the Secretary of the Treasury; 
whether you live in a moderate 
countryside dwelling, or in the 
White House. 

Millions, hundreds of millions, 
and in some respects, billions of 
dollars are considered with no 
more concern than individual dol- 
lars, or at most thousands, used to 
be and still must be by the indi- 
vidual who is to maintain his fi- 
nancial integrity. 

What would you expect from 
any operation so large, and so fi- 
nancially incomprehensible? In 
January of this year, a respected 
committee of the. House reported, 
“In numerous sample agencies, 
among the hundreds whose only 
job is to make out purchase or- 
ders, it was found that the aver- 
age work load was two orders per 
worker per day.” The eommittee 
found that while a large percent 
of the purchases were for less 
than $20 each, the average cost of 
putting each order through was 
$7.06 for the Treasury Depart- 
ment, $13.98 for the Bureau of the 
Mint, and $9.95 for the Interior 
Department, 
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As extreme examples, they 
found that the National Park 
Service paid 50c for a magazine 
subscription, but: with “procure- 
ment charges,” the total cost to 
the budget was $13.89. The Bu- 
reau of Reclamation .purchased a 
unit of drinking cups for $2.45, 
which with “administrative costs,” 
totaled $17.35. 


The average Federal Govern- 
ment employee works 1,650 hours 
per year. This is equal to 41 weeks 
at 40 hours per week. In industry, 
the average work load is 1,900 
hours per year. If the average 
government employee worked this 
number of hours, it would mean 
approximately six more work 
weeks per year. 


~During the past year, industry 
has had to adjust to the war pro- 
duction program. In so doing, fac- 
tory employment has increased 
about 350,000, or an average of 
aimost 30,000 per month. But the 
Federal Government has added an 
average of 50,000 new civilian 


employees per month since the 
outbreak of the Korean War. 
With lowered efficiency and 


increased waste, thgre naturally 
comes a decline in moral stand- 
ards. Federal Government Con- 
troller General Lindsay C. War- 
ren, stated as a witness before a 
Congressional Committee that 
during 1949, “every single em- 
ployee” of an office of a govern- 
ment agency in Washington, D.C.., 
accepted gifts from private firms 
seeking favorable governmental 
consideration through that office. 
Before the same committee, L. C. 
Stewart, President of the National 
Federation of Federal Employees, 
said, “Moral deterioration in gov- 
ernmental service is more preva- 
lent at the present moment than 
in all of my 55 years of continu- 
ous contact.” 

There are in the government 
many faithful servants who are 
doing their best to be worthy of 
their trust and pay. But the gov- 
ernment has become too big to 
study, watch, and control, and so 
big that people lose their sense of 
values. Was the cheating at West 
Point an isolated case, or repre- 
sentative of current thinking? The 
thought may shock our senses, but 
who has a right to be surprised”? 


these developments, say to them- 
selves, “We '‘planned it that way.” 


Study of Astronomy Needed 


How large is the Federal Gov- 
ernment debt? It is equal to $1 
million per year for 255,000 years, 
or $1 million per month for 21,250 
years, or $1 million per day for 
700 years. It has been recom- 
mended that the average citizen 
should study astronomy in order 
to comprehend better the govern- 
ment’s financial operations. 


Adam was the first man that 
we know. It is estimated that he 
was born about 6,000 years ago. 
If we ‘project- him back another 
2,000 years or add to his historical 
whiskers growth equal to. the span 
since the birth of the Savior, and 
if $1 had been saved every second 
from this imaginary birth date 
until now, the total would approx- 
imate our Federal debt. 


Would you like to count an 
amount of money equal to next 
year’s suggested budget? Go to 
the bank and obtain two $100 bills. 
This will make it not too difficult 
to count $200 per second. Keep 
this up for 40 years or from the 
age of 25 to 65, and you will have 
counted one year’s budget. 


Does this discussion of our fi- 
nancial position make you feel 
uneasy or insecure? We have 
never been more prosperous. Not- 
withstanding our armament pro- 
gram, there is available an abun- 
dance of almost everything one 
desires to buy. Then why be con- 
cerned? Because it is false secu- 
rity. We have started to consume 
the economic “seed corn’”—danger 
signs are appearing for those who 
wish to look. We have created a 
danger to our future well-being 
that may be more threatening than 


foreign armies or the atomic 
bomb. 
The Tax Take 
Federal, State and local taxes 


now take aproximately 25c of each 
$1 of income. This is equivalent 
to one day out of four. It means 
that the average person works 
two hours for the government. out 
of each eight-hour day. Every 
time a family of five sits down to 
a meal, they might do well to 
prepare three additional places. 
These would represent the unin- 
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consumed through taxes this pro- 
portion of their earnings. 

Those relatively few people who 
are earning $25,000 a year, and 
who might succeed in raising their 
income to $50,000 per year are 
required to pay the government 
nearly 40% of the gain. The rare 
individual earning $200,000 is re- 
quired to pay the Federal Gov- 
ernment nearly 90% of any. in- 
crease. This is the equivalent of 
working 9 days out of 10 for the 
Federal Government, and much of 
the tenth day would be necessary 
to work for other governmental 
units. Is this much different from 
taking over most of an individ- 
ual’s property? 

Actually, because of layers of 
taxation, the situation is even 
worse than these figures suggest. 
If a corporation were earning 
$100,000 before Federal income’ 
taxes, prior to the Korean War, 
and increased its pretax earnings 
to $200,000, the Federal income 
tax would amount to $138,500, 


leaving net earnings of only 
$61,500. 


The average corporation is re- 
quired to retain part of its earn- 
ings in order to finance its oper- 
ations, including the payment of 
wages and salaries. On the aver- 
age, not more than two-thirds of 
the earnings can be paid to the: 
owners as dividends. These divi- 
dends, in turn, are subject to per- 
sonal income taxes, and it-is un- 
likely that the owners of the busi- 
ness could retain, for their own 
use, more than $15,000 to $30,000 
out of the original $200,000. 

Taxes have reached the level 
where they are weakening the 
ability to save, and if we destroy 
private savings, we destroy our 
way of life. One kilowatt hour of 
electricity comes into the home 
unnoticed and costs the individual ' 
only a few pennies. This kilowatt 
hour of electricity, however,.rep- 
resents more energy than weuld 
be exerted by a man working two 
full days at a manual task, such 
as shoveling coal. This kilowatt 
hour of electricity represents 
servants for the people, but this 
mass servant cannot be had unless 


there are generators and dis- 
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Freedom and Progress Rest 
Upon Industry Leadership 


By ALFRED P. SLOAN, JR.* 
Chairman of the Board, General Motors Corporation 


Prominent industrialist, in stressing responsibilities of leaders 
in industry, deplores attacks on human progress and freedom, 
and cites Britain’s experience with Socialism as case of destruc- 
tion of incentives, leading to economic insolvency. Says great 
leadership creates great accomplishments, and is entitled to 
corresponding rewards. Attacks confiscatory taxes as destroy- 
ing incentives, and concludes keystone of our economic prog- 
ress is dependent on the “uncommon man,” i.e., the leader. 


Human progress may be broken 
down into two components—eco- 
nomic or material advancement, 
on the one hand; and social and 
political gains, 
on the other. 
Now let us ex- 
amine for a 
moment the 
factors that 
comprise the 
foundation 
upon which 
human prog- 
ress rests. 
There are two 





—‘Freedom” 
and “Knowl- 
edge.” With- 


out freedom, 
knowledge 
becomes de- 
based. Without knowledge, free- 
dom cannot long exist. 


By “Knowledge” I refer to the 
expansion, through scientific re- 
search, of our understanding of 
nature’s physical laws — funda- 
mental or basic knowledge, it 
might be called. Knowledge also 
includes an understanding, on the 
part of our people at the grass- 
roots level, of the rules of life by 
which we live and prosper, or 
otherwise —an understanding, I 
might say, of the simple truths 
that control human existence and 
largely determine how we live. 


It is a commonplace to say that 
human progress today is in grave 
jeopardy. Though we live today 
amidst every evidence of great 
material prosperity, every think- 
ing individual realizes that our 
country and the world face one 
of the most critical periods in his- 


7 
Alfred P. Sloan, Jr. 





*An address by Mr. Sloan on the oc- 
casion of the Presentation of the Gold 
Medal Award of the Hundred Year As- 
sociation of New York, New York City, 
Dec. 3, 1951. 


tory. The fact is that civilization’s 
most vital asset—freedom—is un- 
der attack. It is under attack on 
two significant counts: from with- 
out by aggression; from within by 
the arts of the demagogue who 
exploits the lack of understanding 
or ignorance of our people for his 
own ends. 


External aggression, appalling 
in its threat to our national secur- 
ity and its demands on our eco- 
nomic strength, stands out crystal 
clear in its naked reality. All can 
see. All can understand. Thus it 
may be appraised. The attack 
from within involves an attack 
upon the fundamental economic 
processes by which we live in a 
free society. It is superficially 
plausible, and therein lies its dan- 
ger. And all this notwithstanding 
the fact that these are the very 
processes by which we have be- 
come the most powerful nation on 
earth and the principal defenders 
of the world’s civilization, 


Human Progress Synonymous with 
Human Freedom 


If we turn back the pages of 
history to the very beginning, we 
find indelibly inscribed thereon 
the fundamental fact that human 
progress is synonymous with hu- 
man freedom. It was only when 
men became free to exercise their 
individual talents, to satisfy their 
ambition and to find encourage- 
ment through the opportunity of 
accomplishment and the incentive 
of reward that our civilization 
really began. Under those same 
conditions it has since evolved and 
progressed, 

Can it be possible that all this 
has been wrong? Can it be possi- 
ble that we would be better off, 
in terms of human progress and 
happiness, if we were to surren- 
der our freedom, as indeed we 
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are surrendering it slowly but 
surely, to an all-powerful bu- 
reaucracy? In answering these 
questions we are not concerned 
only with today. We are con- 
cerned as well with the trend 
which clearly forecasts the facts 
of tomorrow. We move uncon- 
cernedly down the road to so- 
cialism, far too oblivious of what 
is in store for us or what lies at 
the end of the road. Sooner or 
later we must decide, in no un- 
certain terms, whether our eco- 
nomic well-being is to be deter- 
mined by the free economy of the 
consumer or by the regimented 
economy of the bureaucrat. Other- 
wise freedom will lose the deci- 
sion by default. 


This warning has been dramati- 
cally confirmed by what has hap- 
pened in the last five years in 
Great Britain. An objective ex- 
amination of the impact of so- 
cialism upon the lives of the peo- 
ple in that country reveals an 
appalling record of social extrav- 
agance, economic incompetence 
and frustration. Economic regu- 
lations—arbitrary and often con- 
flicting. Incentive for accomplish- 
ment has been largely destroyed. 
Monopoly, governmental and 
otherwise—hence inefficiency and 
high prices. Confiscatory taxation 
has destroyed the incentive to in- 
vest and produce. Restrictions on 
capital investment have kept a 
damper on productive business. 
Consumer decisions have been 
distorted by subsidies and free 
services offered as a substitute for 
the price system of consumer se- 
lection. 


And yet, notwithstanding all 
this, note what has happened. 
One-half of the people are still 
not satisfied. They want more of 
the same thing. Led by a militant 
minority, they move for socialism 
in a more intensive form. They 
are willing to sell their freedom, 
their opportunities, their very na- 
tional existence — which today 
stands at the brink of bankruptcy 
—for a mess of social and eco- 
nomic fallacies, tested and found 
wanting both as respects material 
progress and individual freedom. 
They are seduced by the bait of 
free spectacles, false teeth and a 
bottle of regimented medicine 
paid for at a high price through 
their own increased taxes. And 
even this paltry bait is only pos- 
sible in part by a subsidy pro- 
vided by American capitalism. A 
former member of the British 
Cabinet in explaining the objec- 
tives of the then Labor Govern- 
ment said: “The Labor Govern- 
ment is in the process of ‘leveling 
off.’”” Of necessity “leveling off’ 
means “leveling down.” It means 
reducing all to a state of medioc- 
rity. Such is socialism. In 1949 
there were only 86 individuals in 
Great Britain who had spendable 
incomes, after taxes, greater than 
$18,000. 


The Case of Britain 


True, Great Britain has made 
enormous sacrifices as a result of 
two wars. That greatly magnifies 
the difficulty. But how can Great 
Britain be rehabilitated and re- 
established as one of the great 
nations of the world? More aus- 
terity may be unavoidable as an 
emergency measure. More help 
from outside may be justified to 
avoid a world catastrophe. But 
the only true solution lies in a 
greater output of wealth more ef- 
ficiently produced. The alterna- 
tive is a drastic reduction in the 
standard of living with great po- 
litical repercussions. Time and 
will are needed, and above all, 
more realistic national economic 
policies which encourage the re- 
lease of free creative energies. 
Great Britain must face the fact 
that her production facilities and 
operating techniques must, to a 
major degree, be reconstructed to 
enable her to meet the competition 
of the world’s markets upon which 
her solvency depends. 

The time span of my life, more 
particularly the first half of the 
twentieth century, is frequently 


described as the “technological 
age.” As I view it, the first half 
of our century might better be 
described as the beginning of a 
technological civilization. As I 
look back over the accomplish- 
ments of these five decades, even 
the wonders of the magician, if 
brought to reality, sink into in- 
significance. Fifty years ago there 
was no radio, no airplane, no tele- 
vision, no automobile, no atomic 
energy, no household refrigera- 
tion, no wonder drugs to alleviate 
suffering and extend the span of 
life. And many other things did 
not then exist which add to the 
comforts and pleasures of present- 
day living. Even the technical 
devices of that time were crude 
in comparison with the same de- 
vices of today. 

Thus we begin to appreciate 
the wonders with which nature 
will provide us if we shall only 
seek and find. If I were given the 
opportunity to look back over the 
accomplishments of the second 
half of the twentieth century, I 
am sure I would find I had neither 
the vision nor the imagination to 
anticipate what I would see. Tre- 
mendous developments are before 
us. Medical research will create 
far more miracles in promoting 
better health and expanding fur- 
ther the span of useful life. The 
potential wonders of atomic ener- 
gy are as yet undetermined. Can- 
cer, one of the greatest curses 
levied on humanity, has recently 
come under heavy scientific attack 
for the first time in history. Given 
talent, resources, facilities and 
time, does any informed indi- 
vidual dare say that cancer can 
survive when challenged by a 
concentrated, coordinated, scien- 
tific effort? The problem is not 
the possibilities. The problem is 
to maintain individual initiative 
and to adopt such national policies 
as will insure that the possibilities, 
revealed by basic knowledge, can 
be capitalized in terms of human 
progress and security. 


Basic Knowledge Must Be 
Discovered 


Like the ore in the ground, 
basic knowledge must first be dis- 
covered. The logical sources of 
basic knowledge are our great 
universities and technological in- 
stitutions. They have the talent. 
They operate in a climate con- 
ducive to fundamental thinking. 
For them time is not a factor. 
Such sources should have greater 
recognition as a productive factor 
in our economy. 

Then the ore must be refined 
and developed. Here enters the 
role of industry. Industrial re- 
search transforms basic knowl- 
edge into useful products through 
the processes of applied research, 
engineering and production. 
American enterprise has always 
been research minded. But the 
research activities of the prewar 
era sink into insignificance with 
those of today. My own organi- 
zation, General Motors, has under 
development a Technical Center 
that will ultimately require a 
capital expenditure of nearly 
$100,000,000. This is only one ex- 
ample of what is happening 
throughout our economy as a 
whole. Each such center insures 
accelerated progress in a particu- 
lar area of enterprise. In the ag- 
gregate they constitute a _ tre- 
mendous force for progress by in- 
suring an expanding and dynamic 
economy and, what is of equal 
significance, an impregnable bul- 
wark against aggression from 
without. 

We recognize the greatness of 
our country. But we do not always 
realize that the major components 
of greatness must be great in 
themselves. We must have great 
productive enterprises; great edu- 
cational institutions; expanded 
markets for distribution, and con- 
stantly increasing opportunities 
for development. The alternative 
is an inability to capitalize the 
potentials of still further great- 
ness. But to these things some- 
thing significant must be added. 


That something is leadership. We 
must have great leadership in en- 
terprise, in education, in science, 
in government and in all other 
activities. 

Great leadership creates great 
accomplisments and is entitled to 
corresponding economic rewards. 
Yesterday, generous rewards pro- 
vided the incentive for great ac- 
complisments and produced great 
leaders. That, in part, is how we 
became great. And let us not for- 
get that the’pioneer still lives but 
in a different role. However, to- 
day the value of talent, imagina- 
tion and enterprise, never so 
scarce and never in such great 
demand, has been liquidated in 
large part by inflation and by a 
confiscatory tax structure. Here 
is a real problem. A highly suc- 
cessful executive receiving a com- 
pensation of $50,000 in 1939, must 
today have compensation of $365,- 
000 to enjoy equal purchasing 
power. 

The economic philosophy of 
Marx—the source of communistic 
doctrine — embraces the concept 
that the laboring classes are the 
only producers—the sole source of 
wealth. We grant the significance 
and indispensability of labor as a 
vital component of our system of 
enterprise both in production and 
consumption. But consider how 
incapable are most men of ad- 
vancing productive efficiency; of 
developing new devices of pro- 
duction; of discovering basic 
knowledge; of promoting and cap- 
italizing technological progress, or 
of contending with the highly in- 
tricate problems of our modern 
economy in its relationships with 
a free society. Such leadership— 
the keystone of all economic prog- 
ress—rests, and always will rest, 
not with the “common” man but 
with the “uncommon” man. Yes- 
terday, it might be said, that the 
security of our civilization was 
underwritten by the supremacy of 
the British Navy and the leader- 
ship of British power. Today, the 
security of civilization and the 
most significant component of 
human progress—freedom—rests 
upon the leadership of American 
industry reflecting the power of 
American production. 


My time passes. 1 nave tried to 
present a few truths of yesterday 
in terms of the problems of today 
and tomorrow — truths that have 
been impressed upon me as a re- 
sult of over 50 years’ activity on 
the American scene. It is well said 
that the only certain thing in life 
is change. Change dramatically 
affects our mode of living and cur 
view of life, and the problems 
that engulf us. But policies or 
principles based upon truth never 
change. 

I believe that the high purpose 
of human effort should be to pro- 
mote human progress. That should 
be our inspiration. That is the 
objective. And it is the surest way 
to peace and security. Basic 
knowledge is the catalyst. A free 
society is the field of opportunity. 
Leadership is of prime importance. 
The incentive is both individual 
advancement and an opportunity 
to discharge one’s responsibility to 
the society of which one is part. 
Such is the formula of life as I 
have found it. 


But there is one highly signif- - 


icant factor which I have not men- 
tioned. It involves the relation- 
ships of nations, or groups within 
nations, and of individuals among 
themselves. It stands out dra- 
matically in everything we see. In 
everything we do. In everything 
we hear. Wherever we go. It has 
the power to accelerate human 
progress to heights unknown. It 
has the power to destroy civiliza- 
tion. I refer to human behavior. 
To appraise it requires a social 
philosopher who can penetrate the 
intangibles rather than an indus- 
trialist who must confine himself 
to the realities. Suffice it for me 
to say that the world of today 
offers the most tragic evidence 
that human progress in a material 
sense has far outdistanced the up- 
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lifting of human behavior. The 
reason is clear. Material progress 
has been dominated by scientific 
discovery—by the abstract. Hu- 
man behavior, on the other hand, 
is subject to all the weaknesses: 
the ignorance, the prejudies, the 
selfishness, and the lust for power, 
and—let me add—to the greatness 
of human reactions. 


J. Herbert Evans 
Joins Beil & Hough 


(Special to THe Frvancrat CHRonicie) 


ST. PETERSBURGH, Fla.—Beil 
& Hough, 33 Fourth Street, North, 
members of the Midwest Stock 
Exchange, announce that J. Her- 
bert Evans has 
joined their 
organization 
and will be in 
charge of their 
Municipal De- 
partment spe- 
cializing in 
the trading of 
Florida Mu- 
nicipal bonds. 
Mr. Evans has 
been active in 





the Florida 
munici pal 
field since 


1930. He was 
formerly in 
charge of the 
Municipal Department for the 
Florida Securities Company and 
prior thereto was for many years 
a Vice-President of Ed. C. Wright 
& Co. 


Hornblower & Weeks 
To Admit Two Partners 


Ralph Hornblower, senior part- 
ner of Hornblower & Weeks, 
members of the New York Stock 
Exchange and other leading ex- 
changes, announces that the firm 
is filing with the New York Stock 
Exchange for 
George T. Flynn and Thomas B. 
Gannett as general partners, ef- 
fective Jan. 1, 1952. Mr. Horn- 
blower also announced that F. 
BNewey Everett and Henry A. 
Dearborn will retire as general 
partners On Dec. 31, 1951, and 
will become limited partners. 

Mr. Flynn, who will be located 
in the New York office, 40 Wall 
Street, joined the firm in 1928 
and has been manager of the in- 
vestment department in the New 
York office for the past five 
years. Mr. Gannett will be resi- 
dent in the firm’s Boston office, 
75 Federal Street. 


James J. Lee to Be 
W. E. Hutton Partner 


James J. Lee has resigned from 
Lee Higginson Corp., of which he 
is Vice-President and Director 
as of Jan. 1, when he will be 
admitted to partnership in W. E. 
Hutton & Co., 14 Wall Street, New 
York City, members of the New 
York Stock Exchange. Mr. Lee’s 
interest in Lee Higginson has been 
taken over by other officers. This 
is the first time since its establish- 
ment more than 100 years ago 
that Lee Higginson Corp. has been 
without a member of the Lee 
family. 


Severance Now V.-P, 
Of F. Eberstadt Co. 


F. Eberstadt & Co., Inc., 39 
Broadway, New York City, an- 
nounces that Craig Severance has 
been elected a Vice-President of 
the corporation. Mr. Severance is 
a manager of the Syndicate De- 
partment. 


J. Herbert Evans 


Joins Income Funds 
(Special to Tue FInaNciaL CH2Z0NICLE) 
NEW HAVEN, Conn.—Richard 
H. Kimball is with Income Funds, 
152 Temple Street. 
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“Defensive Stocks’’ as Investments 


By BRADBURY K. THURLOW 


Partner, Talmage & Co. 
Members, New York Stock Exchange 


Mr. Thurlow, defining “defensive stocks” as utilities, gold 
producers, tobaccos, and others which are not likely to be 
affected by crises, such as we had in 1930's, contends, on 
basis of market action and inflationary prospects they are 
not adequately protected against foreseeable contingencies, and 
therefore cannot be properly considered conservative. 


For at least the past two years, 
a considerable number of invest- 
ment advisers have been telling 
clients to place the bulk of their 
funds in so- 4 
caHed “defen- mp 
Sive stocks,” F 
a category | 
generally in- | 
cluding groups 
which suc- 
cessfully 
weathered the 
crises of the 
1930’s, (i.e., 
utilities, gold 
producers, 
tobaccos, and 
certain food 
processors and 
distributors) j 
on the theory 
that if business conditions deteri- 
orated, the inherent stability of 
companies in this group would 
protect their shares against undue 
price shrinkage, while if business 
continued to prosper, their divi- 
dend yield was considerably bet- 
ter than that provided by govern- 
ment bonds. Furthermore, a gen- 
eral rise in stock prices would al- 
most certainly be reflected in 
higher quotations for these issues, 
particularly when many of them 
could be identified as “growth sit- 
uations.” 
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A Vital Flaw 


There has been only one flaw 
in this theory to date, but one is 
led, on analysis, to believe that it 
is of sufficient importance to call 
the validity of the theory itself 
into question: In this two and 
one-half year period (mid-1949 to 
date) the average investment 
stock has risen 62% as measured 
by the Dow-Jones Industrials, 
while such popular defensive is- 
sues as Northern Natural Gas, 
Public Service Electric and Gas, 
General Foods, Homestake Min- 
ing, and American Tobacco have 
either done nothing or shown net 
declines. We question whether 
the complete failure of such prom- 
inent issues to participate so far 
in what has been by historical 
standards a bull market does not 
imply that as investments some- 
thing is fundamentally wrong 
with them. It is evident that a 
great number of investors and in- 
stitutions have been buying these 
stocks since 1949. (e.g., At the end 
of 1949, Wiesenberger’s index of 
holdings of the 20 leading mutual 
funds showed 12.0% of their total 
assets invested in utility common 
stocks, In September, 1951, the 
ten largest funds had 11.5% of 
their total assets in this group. In 
view of the substantial advance 
which took place in the general 
market in the interim this means 
that the funds must have added 
constantly to their utility invest- 
ment in order to keep the per- 
centage of the total approximately 
even.) 


Fauity Premise 


It is apparent that so far this 
buying has been based on a mis- 
taken analysis of the basic forces 
at work in the economy. It is also 
evident that all this buying has 
not been sufficient to absorb the 
overhanging supply in spite of 
highly favorable general market 
conditions. The conclusion is that 
selling in these issues has been of 
extraordinary proportions. It has 
also proven intelligent to the ex- 
tent that the money from these 
sales could have been far more 
profitably employed at almost any 


time in other sections of the mar- 
ket. We propose to explore in the 
following paragraphs some of the 
possible reasons as to why these 
stocks have been poor purchases. 


The securities generally selected 
(by hindsight) as “defensive” in- 
vestments are those which per- 
formed this function most admi- 
rably during the two deflationary 
depressions of the 30’s. Their 


, business in the past has been char- 


acterized by stability of demand 
more or less irrespective of fluc- 
tuations in purchasing power and 
in depressions a slight fall in vol- 
ume of sales, balanced by cutting 
of costs. We have mentioned 
earlier the _ inflation-deflation 
dilemma which exists in the mind 
of today’s investor. Against the 
possibility of deflationary busi- 
ness collapse, he is forced to weigh 
the equal possibility of war or 
further political tampering with 
the currency. In the background 
he is forced to consider the sta- 
tistical fact of an enormous in- 
crease in the money supply and 
national debt which has found re- 
flection in an apparently perma- 
nent plateau in the cost of living, 
from which prices coutd rise fur- 
ther as easily as they could fall. 
Let us assume for the sake of 
argument that either of the con- 
tingencies which holders of de- 
fensive securities believe they are 
hedged against occur: namely, that 
business collapses or the bull mar- 
ket continues as usual. In the first 
instance, stock prices would pre- 
sumably fall apart. It seems to us 
reasonably elementary that while 
the collapse is taking place, stocks 
of any kind are a poor investment. 
Even the highest grade preferreds, 
(e.g., American Can, Liggett & 
Myers, U. S. Gypsum) fell over 
35% (equal to about eight years’ 
dividends) in the 1929-32 debacle, 
although at no time was.the safety 
of their dividends called into 
question. (The best investment 
common stocks, which lacked this 
assurance, declined upwards of 
85%.) It is a rash person who 
assumes he can hold a common 
stock through a business collapse 
without losing a larger amount of 
his capital than he will receive 
back in dividends. In drastic stock 
market declines, the only truly 
defensive investments are cash 
and short-term high-grade bonds. 


If, on the other hand, the mar- 
ket continues to rise with the same 
inflationary motivation as _ has 
been in evidence so far, it strikes 
us as illogical that the stocks 
which have been the worst infla- 
tion hedges up to the present time 
should prove the safest invest- 
ments from now on. In at least 
two categories of “defensive” 
stocks, the arguments against 
safety can be stated more con- 
cretely: 


(1) Utilities—In a politically 
regulated industry with fixed 
prices, controlled profits and a 
variable labor cost, utility equities 
could conceivably be subjected to 
a serious earnings decline in the 
event of any severe inflationary 
psychosis on the part of the voting 
public, when rising wages could 
not be offset by comparable rate 
increases. (The New York Tele- 
phone Company has already en- 
countered this treatment.) The 
leverage provided on the majority 
of these issues by their heavy 
senior capitalization would, of 


course, magnify even a small de- 
cline in gross revenues. 


(2) Gold Stocks—The price of 
gold is effectively controlled by 
the United States Government, 
regardless of assertions to the con- 
trary by those anticipating higher 
prices on the basis of world de- 
mand, for the simple reason that 
no other countries with which we 
do business have any real pur- 
chasing power, while our own na- 
tionals are legally forbidden to 
own gold in more than minute 
quantities. In the event of infla- 
tion, from whatever cause, it 
seems unlikely that the govern- 
ment would voluntarily aggravate 
the condition by officially debas- 
ing the currency (i.e., raising the 
price of gold). In the event of 
war, the need for non-ferrous 
metals would in all probability 
lead to the forced transfer of 
skilled workers from gold mining 
operations, as was the case in 
Canada during the last war. Even 
without war, a further rise in the 
price of non-ferrous metals would 
enable their producers to pay 
higher wages than gold producers 
thereby securing the increase in 
skilled labor which is at present 
considered the only effective 
means of increasing supply. In 
such an event it would be sur- 
prising if the major gold pro- 
ducers could continue to pay divi- 
dends and more surprising stiil if 
their stocks continued to sell at 
present prices, which appear to 
reflect much more optimism than 
is justified by the possibilities. 

From the foregoing, it should 
be apparent that an investment 
account consisting of cash, high- 
grade bonds, and “defensive” 
stocks is not adequately protected 
against the foreseeable contingen- 
cies and therefore cannot prop- 
erly be considered conservative. 
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Perhaps some who are unim- 
pressed by this line of attack will 
be interested in the following re- 
marks by one of the country’s 
foremost economists, Sumner 
Slichter of the Harvard Business 
School (in an address to the Sav- 
ings Bank Association of Massa- 
chusetts, Sept. 22, 1951) to the 
effect that changes in holdings of 
personal assets that have occurred 
during the inflation of the last 
ten years have been “particularly 
rapid in the very kind of assets 
that suffer most loss of purchas- 
ing power from inflation, namely, 
cash, demand deposits and U. S. 
Government securities. Individ- 
uals ought to hold substantially 
larger quantities of real estate and 
corporate securities. ... They 
need to increase the proportion of 
assets that will not lose their pur- 
chasing power as prices advance.” 

We doubt whether, on the basis 
of the record, it can be reasonably 
expected that the majority of 
stocks which are today being rec- 
ommended as defensive securities 
will “not lose their purchasing 
power as prices advance.” 


With Kirchofer & Arnold 


(Special to THe Financia CHRONICLE) 
CHARLOTTE, N. C.—Harrison 
R. McCray has become affiliated 
with Kirchofer & Arnold Asso- 

ciates, Inc., Johnston Building. 


With Westheimer Co. 


(Special to Tue PrnancriaL CHRONICLE) 
CINCINNATI, Ohio — Michael 
F. Hoffman has joined the staff 
of Westheimer and Company, 326 
Walnut Street, members of the 
New York and Cincinnati Stock 
Exchanges. 
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Pennsylvania Brevities 


Subways for Pittsburgh? 


PITTSBURGH — The second 
section of a voluminous study of 
mass transportation problems af- 
fecting Pittsburgh and Allegheny 
County, issued last week by the 
Allegheny Conference on Com- 
munity Development, suggests 
that the building of a subway sys- 
tem points up the most logical 
solution of Pittsburgh’s downtown 
traffic congestion. Such a program 
would include the complete uni- 
fication of the area's transit facili- 
ties, with the present Pittsburgh 
Railways Co. as a nucleus, and 
could be completed in five to 
eight years provided the program 
“were not delayed by long legal 
battles and political jockeying.” 

Other conclusions reached by 
the conferees are: 

The complete substitution of 
buses for trolley cars throughout 
the system is considered imprac- 
ticable. The use of buses of a 
capacity equivalent to that of the 
new PCC-type cars is illegal in 
Pennsylvania. A larger number of 
smaller buses would not solve the 
traffic problem. 

Although other means of uni- 
fication are available for consider- 
ation, the most feasible method 
appears to lie in purchase of exist- 
ing properties by the City of 
Pittsburgh or through the crea- 
tion of a Transit Authority. The 
report indicates that annual tax 
savings of over $1,700,000 would 
result from municipal ownership. 

Such disposition would comply 
with an SEC order requiring 
Philadelphia Company to divest 
itself of its present 50.9% control 
of Pittsburgh Railways common. 
ft is pointed out, however, that 
ne immediate steps in this direc- 
tion are currently in process. 


“Fees While You Sleep” 


Viewing the recently completed 
reorganization of Pittsburgh Rail- 
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ways Company from across the 
state, the Philadelphia “Inquirer” 
raises a critical eyebrow at the 
stratospheric total of fees claimed 
by fiscal agents and legal gentry 
in connection with the proceed- 
ings. 

Granting that considerable 
time, effort and high-level talent 
were required successfully to un- 
snarl the transit system's com- 
plicated affairs, the “Inquirer” is 
impressed with an individual's re- 
quest for $573,750, a fee which, in 
instances, reached the astonishing 
level of $1,600 per day. As care- 
fully itemized in an accompany- 
ing exhibit, it appears that legal 
labrynths were explored § and 
charged for at the rate of $50 per 
hour for the conventional 8-hour 
working day, plus $75 per hour 
“overtime” for the remaining 16 


hours. The “Inquirer” calculates 
that the gentleman must have 
worked around the clock or 
charged for his services while 
asleep. 

The aggregate of all claims 


sought exceeds $2,000,000 and the 
company has on hand only about 
$725,000 to meet them, With op- 
erational figures for nine months 
running only slightly in the black, 
it is obvious that full allowance 
of claims filed would seriously 
jeopardize the company’s financial 
position. However, mitigating fac- 
tors are present. 

The court and the SEC care- 
fully consider each such claim on 
its merits and seldom award them 
in full. 

The court has agreed to con- 
sider a request that Philadelphia 
Company contribute $800,000 to- 
ward the payment of such fees in 
view of benefits derived in being 
relieved of an obligation of $800,- 
000 per year for 900 years in 
respect to its former guarantees. 

Improved earnings are expected 
to result from recent fare in- 
creases, but will not be reflected 
until the final quarter of 1951 and 
thereafter. 


Kellett Aircraft in Black 


Kellett Aircraft Corp., dis- 
charged from bankruptcy last 
August after five years of mar- 


ginal operations under the juris- 
diction of a Federal court, reports 
net earnings of $185,692 for the 
nine months ended Sept. 30. The 
company is said to be working on 
substantial prime and subcontract 
orders for aircraft parts and is 
expected to finish the current year 
in the black. 

A judgment against Kellett for 
$45,00€C by Coldaire Corp. has been 
appealed and a breach of con- 
tract claim for an additional $125,- 
000 by the same plaintiff awaits 
final court decision. 

A successor to the late W. Wal- 
lace Kellett, former President, 
will be chosen at the annual meet- 
ing in Philadelphia next March. 
Affairs of the company are pres- 
ently conducted by an operation 
committee. Recently elected 
directors are Mrs. Virgina F. 
Kellett, Robert G. Kellett, J. Nel- 
son Brown, Treasurer-Controller; 
Charles A. Barnett, Chief Engi- 
neer, and George P. Williams, 
Secretary and General Counsel. 


Baldwin-Lima-Hamilton Corp. 


Boosted by the inclusion of 
Lima-Hamilton Division opera- 
tions for the entire year and those 


of' the Austin-Western Co. since 
its acquisition last March, 1951 
sales of Baldwin-Lima-Hamilton 
Corp. are estimated by Dow-Jones 
to rise to $200,000,000 compared 
with $94,386,752 in 1950. Consoli- 
dated net may reach $4,000,000, 
equivalent to 84 cents per share, 
compared with $3,671,930, or $1.01 
per share in 1950, on fewer shares. 


The 


Penna. Telephone Co. Files 


HARRISBURG — Pennsylvania 
Telephone Corp. has filed a regis- 
tration certificate with the SEC 
covering the issuance and sale of 
$2,000,000 in bonds. Of the pro- 
ceeds, $1,500,000 will be used to 
retire bank loans and the balance 
will go for construetion. 


American Pulley Co. Extra 


Reporting that sales for the fis- 
cal year ended last September 
were about 14% above the $163,- 
704 earned on the common in the 
previous year, American Pulley 
Co. has declared a special divi- 
dend of 20 cents per share. 


Warner Company 

PHILADELPHIA — Officials of 
Warner Company have indicated 
that increased depletion credits 
provided for in the new tax law 
will benefit the company “pos- 
sibly to an extent that will off- 
set increased taxes.” The new al- 
lowances are applicable to the 
company’s extensive operations in 
lime and limestone products and 
its production of sand and gravel. 

On Nov. 26, Warner directors 
declared a special December divi- 
dend of 85 cents, plus the next 
regular quarterly disbursement of 
40 cents, the latter payable Jan. 15 
to stock of record Dec. 31. Total 
dividends for 1951 will total $2.45 
per share, the same as last year. 


Nazareth Cement Co. 

Directors of Nazareth Cement 
Co. have declared the regular 
quarterly dividend of 25 cents per 
share on the common, plus 75 
cents extra, both payable Dec. 15. 
The total distribution for the year 
will be $1.75 per share, same as 
1950. Although it is estimated that 
sales for the current year will be 
well ahead of the previous 12 
months, increased taxes are ex- 
pected to reduce per share earn- 
ings to about $3, compared with 
$4 last year. The company’s cur- 
rent position remains strong and 
it is expected that a proposed ex- 
penditure of about $250,000 for 
capital improvements scheduled 
for next spring tan be made with- 
out recourse to borrowing or the 
issuance of additional stock. 


P. T. C. Hassle Dec. 10 
PHILADELPHIA—As indicated 


in a previous issue of the 
“Chronicle,” management of 
Philadelphia Transportation Co. 


and a special Stockholders’ Com- 
mittee are set for a no-holds- 
barred joust at the special meeting 
scheduled for Dec; 10. 


The latest maneuver took place 
last week when the Stockholders 
Committee petitioned the SEC in 
Washington to enjoin management 
from its alleged “campaign of dis- 
tortion and mistatement” regard- 
ing the purposes of the meeting. 


Charles E. Egert, PTC Presi- 
dent, has charged that a group of 
stockholders, headed by persons 
identified with the securities busi- 
ness and inexperienced in the con- 
duct and management of a metro- 
politan transportation system, are 
endeavoring to obtain control of 
the enterprise “to the detriment 
of the best interests of the com- 
pany and its stockholders.” 

Leonard B. Gordon, counsel for 
the Committee, counters with the 
assertion that “there is no queés- 
tion of control in connection with 
the meeting” and that the com- 
pany is trying to confuse the is- 
sue. 


The Committee intends to put 
four specific proposals to a vote. 
They are designed to eliminate a 
presently existing Committee on 
Industrial Relations and to curtail 
the membership and broad powers 
of the Executive Committee 
which, at present, is authorized to 
assume the full powers of the 
Board of Directors between meet- 
ings of the Board. 
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PTC Grants Pay Rise 
PHILADELPHIA—At least one 
characteristically turbulent 
“front” in Philadelphia Trans- 
portation Company’s field of op- 
erations is quiet and serene for 
the nonce. 


William J. MacReynolds; com- 
pany Vice-President in charge of 
industrial relations, last week an- 
nounced that a_i cost-of-living 
wage adjustment amounting to an 
increase of two cents an hour will 
be paid to all transportation and 
maintenance workers, effective 
Dec. 16. 

The increase is based upon an 
escalator clause in the company- 
union contract and is computed on 
Consumers’ Price Index figures 
for this city for the six-months 
period from May through October. 
Annual cost to PTC is estimated 
at $550,000. 


Sun Ship Adds Workers 


PHILADELPHIA—R. L. Burke, 
President of Sun Shipbuilding and 
Drydock Co., states that em- 
ployees at company’s Chester 
plant will be increased from 3,800 
to 6,000 within coming months. 


Sun Ship now has under con- 
struction, or is under contract to 
build, nine fast cargo vessels and 
tankers and one large railroad c2> 
float. Backleg of contracts is said 
to be sufficient to keep plant in 


full operation until July, 1953, 
without orders. 
Roberts & Mander 
Stockholders of Roberts & 


Mander Corp. have approved the 
acquisition of the Price Fire 
Heater & Tank Corp. of Buffalo, 
N. Y., payment to be made in 
authorized but unissued Roberts 
& Mander stock. As a result, 
Roberts & Mander stockholders 
will retain a 53% control of the 
combined enterprise, which, by 
virtue of the infusion, again be- 
comes a going concern. Operations 
will be consolidated at the Hat- 
boro, Penna., plant. 


Equipment for Penna. R.R. 

The Pennsylvania Railroad has 
announced that it is spending 
$60,000,000 for 180 diesel-electric 
locomotives and 5,000 additional 
freight cars. The road will spend 
$12,000,000 more for new rails and 
reconditioning of old freight cars. 

Walter S. Franklin, President, 
says this brings to approximately 
$650,000,000 the amount spent for 
new equipment in recent years. 


Strikers Offered the Business 


LEBANON—The Lebanon Val- 
ley Transit Co. operates a bus line 
from Meyerstown to Harrisburg, 
serving an area with an estimated 
population of 200,000. But because 
of a succession of strikes, one of 
which is now in effect, and for 
other reasons, the company hasn’t 
made much money since 1929. 
This state of affairs has become 
increasingly irksome to the Bene- 
ficial Corp., of Wilmington, Del., 
the parent company. 


Rather than abandon the line 
and throw a large group of men 
permanently out of work, R. B. 
Williams, President, has offered 
to transfer the properties to the 
striking employees “upon reason- 
able terms.” But if they den’t like 
the view from the other side of 
the street, Williams says he will 
petition the Pennsylvania Public 
Utility Commission for permission 
to go out of business. 


American Heritage Inv. Co. 


SALT LAKE CITY, Utah—The 
American Heritage Investment Co. 
has been formed with offices at 
367 East Second Street to engage 
in a securities business. D. B. Pot- 
ter and G. L. Potter, who was for- 
merly with Merrill Lynch, Pierce, 


Fenner & Beane, are partner in 
the firm. 
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M. Scott Stout With 
Shearson, Hammill 


Thursday, 








M. Scott Stout 


(Special to THe Frnaxciat CHRONICLE) 


LOS ANGELES, Calif.—M. Scott 
Stout has become associated with 
Shearson, Hammill & Co., 520 
South Grand Avenue. He was 
formerly with Morgan & Co. in 
their trading department and 
prior thereto was with Blair, Rol- 
lins & Co., Inc. 


NASD District 13 
Elects to Office 


The District No. 13 Committee of 
the National Association of Se- 
curities Dealers, Inc., which dis- 
trict includes New York, New 
Jersey and Connecticut, announces 
that the following candidates to 
office in the association have been 
declared duly elected: 

To the Board of Governors: 
George Geyer of Geyer & Co., Inc. 

To the District No. 13 Committee: 
Paul A. Gammons of Bradley, 
Gammons & Co., Inc.; Earl K. 
Bassett of W. E. Hutton & Co.; 
George Herbert Walker, Jr. of 
G. H. Walker & Co.; Edward S. 
Hinckley of Adams & Hinckley. 

All the foregoing will take 
office on or about Jan. 15, 1952, 
and will serve for the succeeding 
three years until Jan. 15, 1955. 


Star Koerner Joins 
Moseley in Chicago 








Star C. Koerner 


CHICAGO, Ilil.—Star C. Koerner 
has joined the Chicago office of 
F. S. Moseley & Co. Formerly with 
Mitchell, Hutchins & Co., Mr. 
Koerner will be associated with 
the Moseley trading department, 
specializing in Chicago bank stocks 
and other over-the-counter secu- 
rities. 


James Edgerton With. 
Hopkins, Harbach & Go, 


(Special to THe Fisancia, CHTONICLE) 

LOS. ANGELES, Calif—James 
E. Edgerton nas become associated 
with Hopkins, Harbach & Co., 609 
South Grand Avenue, membefrs 
of the Los Angeles Stock Ex- 
change. Mr. Edgerton was for- 


merly vice-president of Edgerton, 
Wykoif & Co. "4 

Fred C. O'Donnell, previously 
with Lester, Ryons & Co., and 
Herman J. Lofgren have also. be- 
come affiliated with Hopkins, 
Harbach & Co. 
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NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS. 





Shareholders of The National 
City Bank of New York have 
been notified by Wm. Gage Brady, 
Jr., Chairman of the Board, that 
an increase in the number of di- 
rectors of the bank from 17 to 19, 
and the election of Harry C. Hag- 
erty, Financial Vice-President of 
the Metropolitan Life Insurance 
Company, and Keith S. McHugh, 
President of the New York Tele- 
phone Company, to fill the two 
new places on the board, will be 
recommended at the annual meet- 
ing en Jan. 8 next. Mr. Hagerty 
who was born in Rochester, N. Y.., 
in 1892, is a trustee of the East 
River Savings Bank and a direc- 
tor of the Erie RR. Co., Long 
Island Lighting Company, and the 
Rochester Gas & Electric Corp. 
Mr. McHugh was born in Fort 
Collins, Colo., in 1895 and was 
graduated from the University of 
Wisconsin in 1917. He is a di- 
rector and member of the Execu- 
tive Committee of the Air Reduc- 
tion Co., Inc.; and President and 
Director of the Empire City Sub- 
way Company, Ltd. He is also 
President and trustee of the 
Community Service Society of 
New York and trustee of the 
Carnegie Institution of Washing- 
ton. He is a member of the New 
York City Advisory Council for 
Civil Defense and the New York 
State Defense Council, and holds 
the War Department Certificate of 
Appreciation and the National 
Military Establishment Certificate 
of Appreciation. 


Horace C. Flanigan, President of 
Manufaciurers Trust Company of 
New York, announces that Alfred 
R. Robbins, who is in charge of 
the bank’s office at 100 Park Row, 
has been piomoted to Assistant 
Vice-President. Mr. Robbins, a 
native of New York City, came 
to Manufacturers Trust in 1931 
when it acquired the Midwood 
Trust Company. He has been in 
charge of the Park. Row Office 
since 1946. President Flanigan, 
of Manufacturers Trust, also an- 
nounces that E. J. Riesbeck, Presi- 
dent of the Astoria Federal Sav- 
ings.& Loan Association, has been 
appointed to the Advisory Board 
of the bank’s Queens Plaza office. 

On Dec. 3, President Flanigan, 
of the Manuitacturers Trust Co. 
announced that the board of di- 
rectors at its regular meeting that 
day increased the regular divi- 
dend rate to $2.60 annually from 
the previous rate of $2.40 annu- 
ally and declared a quarterly 
dividend of 65 cents a share on 
the bank’s capital stock payable 
on Jan. 15, 1952, to stockholders 
of record uf Dec. 14, 1951. 


The board of directors of City 
Bank Farmers Trust Company of 
New York, at its regular meeting 
on Dec. 4, elected Lindsay Brad- 
ford, Vice-Chairman of the board 
of directors with chief executive 
powers.. He was. succeeded as 
President by Richard S. Perkins, 
who has been Executive Vice- 
President of the trust company 
since March 1, 1951. W. Randolph 
Burgess, Chairman of the Execu- 
tive Committee of The National 
City Bank of New York, is Chair- 
man of the Board of the trust 
company. Mr. Perkins is the son 
of the late James H. Perkins who 
was President of City Bank Far- 
mers Trust Company and its pre- 
decessor institution, The Farmers 
Loan and Trust Company, from 
1922 to 1936, and was subsequent- 
ly Chairman of the Board of both 
the trust company and The Na- 
tional City Bank of New York. 
Mr. Perkins has had long expe- 





rience in the securities business, 
having been connected with Wood, 
Struthers & Co., and then a part- 
ner of Harris, Upham & Co. be- 
fore coming to the trust company. 
He is a director of City Bank 
Farmers Trust Company; the 
Phoenix-London Group; the New 
York Life Insurance Company; 
Treasurer of Miss Chapin’s School 
and a trustee of The Roosevelt 
Hospital. 


At the meeting of the board of 
directors of the New York Trust 
Company, of 100 Broadway, New 
York, held en Dec. 4, an extra 
dividend of $1 per share on the 
capital stock of the company was 
declared payable Dec. 24, in ad- 
dition to the regular quarterly 
dividend of $1 per share payable 
Jan. 2, next. Both of these divi- 
dends are payable to stockhold- 
ers of record at the close of busi- 
ness Dec. 14. 


Employees of the Guaranty 
Trust Company of New York 
voted almost four to one against 
joining a union in an election con- 
ducted on Nov. 28 by the National 


Labor Relations Board. In the 
New York “Times” of Nov. 29, 
it was stated that there were 


1,955 votes for no union, 503 votes 
for the United Financial Em- 
ployees, Local 205 Office Em- 
ployees International Union, AFL, 
and seven contested votes. About 
95% of the eligible voters cast 
ballots, it was added. 


The election of nine officers and 
employees to new official posts 
at The Marine Midland Trust 
Company vi New York was an- 
nounced on Dec. 4 by James G. 
Blaine, President, following a 
meeting of the board of directors. 
Promoted to Vice-President from 
Assistant Vice-President were 
James G. Baldwin, Stanley W. 
Hubbel, J. Frank Morris, and 
Arthur J. Smyth. Assistant Vice- 
Presidents appointed were Wil- 
liam H. Keeler and Frank C. 
Straat, Jr.. advanced from Assist- 
ant Treasurer and Assistant Sec- 
retary respectively. Advancement 
to new official roles went to 
Charles F. Mansfield, Assistant 
Treasurer, and to William P. All 
man and James O'Neil, Assistant 
Secretaries. 


E. Chester Gersten, President of 
The Public National Bank & Trust 
Company of New York, has an- 
nounced ihat James P. Walsh, 
whose former title was Assistant 
Vice-President, has been appoint- 
ed Auditor of the bank, and Ar- 
thur C. Vogt, Jr., of the auditing 
department, has been appointed 
Assistant Auditor. 

The board of directors of The 
Public National Bank and Trust 
Company on Nov. 29 declared the 
regular 50 cents per share quar- 
terly dividend for the period end- 
ing Dec. 31, 1951, and an extra 
dividend of 25 cents per share, 
both payable Jan. 2, 1952, to share- 
holders of record Dec, 20, 1951. 

The Board of Trustees of the 
Title Guarantee and Trust Com- 
pany of New York has approved 
a plan of recapitalization which 
will result 
stockholders in 1952 of stock in 
a new corporation to which will 
be transferred $2,125,000 in book 
value of assets not required in the 
operation of the company’s busi- 
ness, it was announced on Dec. 1 
by William H. Deatly, President. 
The trustees’ approval was con- 
ditioned onthe approval of stock- 
holders at their annual imeeting 


in a distribvtion to 


on Jan. 28, next, and the approval 
of tne Bauxing Board of the State 
of New York. It is further an- 
nounced that Klein, Finke & 
Austin, attorneys and tax special- 
ists, have rendered an opinion to 
the company that the proposed 
distribution will qualify as a “‘tax- 
free reorganization” under the 
provisions of the Internal Revenue 
Code, as amended by the Revenue 
Act of 1951, and this opinion is 


concurred in by the company’s 
general counsel and by its tax 
consultant. The announcement 


further says: 

“The plan proposes a reduction 
in the company’s stated capital 
from $3,000,000 to $2,000,000 by 
reducing the number of shares 
from 500,000 to 250,000 and in- 
creasing their par value from $6 
to $8. If approved, the $1,000,000 
reduction in stated capital will be 
added to surplus. On and after 
Feb. 1, 1952, two shares of the 
company’s presently outstanding 


$6 par value stock will be ex- 
changed for one share of the 
company’s new $8 par value 


stock. On Feb. 29, 1952, assets of 
Title Guarantee and Trust Com- 
pany having a book valve of 
$2,125,000 wiil be transferred to a 
newly formed company to be 
known as North River Securities 
Co., Inc., in exchange for 489,598 
shares of the latter company’s 
capital ‘stock. These shares in 
turn will be distributed on March 
3, 1952, to the registered holders 
on Jan. 28, 1952, of the 489,598 
presently ‘outstanding shares of 
the capital stock of Title Guaran- 
tee and Trust Company on a 
share-for-share basis. The 10,402 
shares of presently issued stock 


now in the company’s treasury 
will not participate in the dis- 
tribution. The title company as- 


sets to be transferred comprise 
approximately $1,200,000 in net 
book value of real estate holdings, 
including. the company’s office 
building at 176 Broadway and 
5 and 7. Maiden Lane, New York 
City; approximately $800,000 of 
real estate mortgages and $125,000 
in. cash. Title Guarantee and 
Trust will retain occupancy o* the 
space required for its use in the 
Broadway and Maiden Lane build- 
ings, under lease for a period of 
five years, with three 5-year re- 
newal options.” 

Mr. Deatly stated further that, 
except for the relatively small 
amount of cash with which North 
River Securities Co., Inc., will be- 
gin business, none of the liquid 
assets of Title Guarantee and 
Trust Company, nor any of its 
funded insurance reserves are be- 
ing distributed; that cavital funds 
of Title Guarantee and Trust 


Company upon consummation of 
the transactions would probably 
exceed $3,750,000 and that insur- 
ance reserve funds will then ag- 
gregate an additional $2,000,000. 
The North River Securities Co., 
Inc., will have broad charter pow- 
ers, excluding, however, insur- 
ance or banking powers. It is 
expected that the stock of North 
River will be traded in the over- 
the-counter market independently 
of the stock of Title Guarantee 
and Trust Company. Mr. Deatly 
stated also that trustees of Title 
Guarantee and Trust Company 
will meet early in January, 1952, 
to consider resumption of cash 
dividends on the company’s stock. 

George H. Woodin, Vice-Presi- 
dent of The Bowery Savings Bank 
of New York retired from active 
duty on Nov. 30, after 46 years’ 
association with The Bowery. Mr. 
Woodin was the senior employee 
in length of service. He started 
in 1905, at the age of 15, as an 
office boy at the 130 Bowery of- 
fice. On Nov. 30, more than 100 
fellow employees held a reception 
and buffet in honor of Mr. Woodin 
at the Vanderbilt Hotel. Previ- 
ously the officers of The Bowery 
gave a luncheon at the Uptown 
Club with Mr. Woodin as guest 
of honor. 

At a regular meeting held tnis 
week, the Board of Trustees of 
the Hanover Bank of New York 
approved: the following appoint- 
ments: Samuel L. Joseph, Assis- 
tant Treasurer; Howard D. Brun- 
dage, George Faunce III, Frederick 
B. Utley, Jr., John E. Hardy and 
Lawrence H. Bober (Herald 
Square Office), Assistant Secre- 
taries; Harry P. Barrand, Jr., Ver- 
non A. Eagle and Frank P. Gage 
Assistant Managers of the Foreign 
Department. 


Frank T. Howard, D. Rice 
Longaker, and Preston D. Bren- 
ner have been appointed Assistant 
Vice-Presidents of the Land Title 
Bank & Trust Company of Phila- 
delphia. Mr. Howard was formerly 
Trust Officer. Mr. Longaker for- 
merly Assistant Treasurer, and 
Mr. Brenner formerly Title Of- 
ficer of the bank. 


The election of a director and a 
Vice-President was announced on 
Dec. 4 by William R. K. Mitchell, 
President of the Provident Trust 
Company of Philadelphia. Ben- 


jamin F. Sawin, Executive Vice- 
President, was elected a member 
of the Board of Directors and 
John J. Buckley, formerly an Es- 
tate Planning Officer, was eiected 
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a Vice-President. Mr. Sawin, a 
native of Chicago, began his bank- 
ing career with the State Bank & 
Trust Company of Evanston, Il. 
He later served for six.years on 
the staff of the Chief National 
Bank Examiner in the New York 
Federal Reserve District, follow- 
ing which he joined the Union 
Trust Company, Rochester, N. Y., 
as Vice-President. He resigned 
this post to become Vice-President 
of the Naticnal City Bank of 
Cleveland, Ohio. During the war 
Mr. Sawin served as Financial 
Adviser to the Chief of Ordnance, 
U. S. A., and was attached to the 
Cleveland Ordnance District. He 
was elected a Vice-President of 
the Provident in 1944 and was 
advanced to Executive Vice-Presi- 
dent in April of this year. 


Mr. Buckley joined the Provi- 
dent staff in 1946, was appointed 
a Trust Officer in 1947, and Estate 
Planning Officer earlier this year. 
He enlisted in the Army as a pri- 
vate in 1942, and was advanced 
by successive promotions to the 
rank of Major before returning to 
civilian life. Prior to his Army 
service, Mr. Buckley had exten- 
sive estate planning experience in 


Philadelphia, New . York and 
Chicago. 
The City National Bank of 


Philadelphia will be consolidated 
with the Central-Penn National 
Bank of Philadelphia, it is an- 
nounced by 
C. A. Sienkie- 
wicz, Presi- 
dent of Cen- 
tral-Penn and 
William H. 


Faas, Presi- 
dent of City 
National. The 


two bankswill 
combine un- 
der the name 
and charter of 
the Central 
Penn National 
Bank of Phil- 
adelphia. The 
consolidation 
is subject to approval of the 
shareholders of both banks and 
the Comptroller of Currency. 
Shareholders will meet in Janu- 
ary to vote on the consolidation. 
It was disclosed by the two Presi- 
dents that the basis of exchange 
is 2% shares of Central-Penna 
stock for each of City National’s. 
Central-Penn stockholders will re- 
tain the same number of shares 
they now hold. City National has 
its main office at 1518 Walnut 
Street, and three branches in 
West Philadelphia. All offices of 
City National will become branch- 

Continued on page 23 
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Causes of Unemployment 


By ROGER W. BABSON 


. Laying chief cause of unemployment to movements in the busi- 
mess cycle, Mr. Babson finds that changes in volume of 
instalment buying and fluctuations in family indebtedness are 


factors in creating, or reducing, 


unemployment. Stresses varia- 


tions in public’s psychic attitude toward debt as producing 
changes in business cycle and urges more study of unemploy- 
ment causes. 


Every manufacturer, retailer, 
and consumer is affected by mar- 
ket movements. This especially 
applies to a consumer whose fam- 
ily depends 
upon the em- 
ployment of 
its father or 
other mem- 
bers. There- 
fore, whether 
you own a 
business or a 
share of stock, 
or are depend- 
ent On a job, 
you should be 
much inter- 
ested in the 
business cycle, 
and what 
causes busi- 
ness to improve or to decline. 


The changing indebtedness of 
families, business concerns and 
governments-at-war is the appar- 
ent factor causing the long-term 
“ups and downs.” When people 
are freely making instalment 
purchases, business improves and 
more jobs at higher wages follow. 
When, however, people reduce 
their instalment purchases retail 
trade declines. Then inventories 
pile up so that retailers are unable 
to meet their bank loans. Hence, 
they reduce their purchases of 
new goods. 


This causes manufacturers to 
lay off help, which further re- 
duces consumers’. purchasing 
power. As a result, the country 
heads for a depression. During 
depressions every reader of this 
column suffers. As voluntary in- 
creases in indebtedness stimulate 
bur'ness, so forced reduction of 
dei hastéms a decline. It would 
be unwise to say that we are now 
heading for a depression; but it is 
generally believed that business 
is now on a plateau and the next 
move will 
much unemployment. 





Roger W. Babson 


Importance of Entertainment 


Although the superficial factor 
of the business cycle is debt, yet 
I ask: What causes the public’s 
changed psychic attitude as to 
debt? Why do people some years 
do a lot of buying before any 
change in wages or prices occurs, 
and in other years follow a re- 
verse policy without apparent rea- 
son? There is some basic spiritual, 
unseen cause for this changed at- 
titude. Here is where the psychol- 
ogists claim that.they have the 
answer; namely, in the moods or 
desires of people. But again we 
ask: What changes these moods 
and desires? It certainly seems 
that such changes must be due to 
what people read, hear or see. 


My feeling is that the newspa- 
pers, magazines, radio, movies, 
theaters, and television (and per- 
haps churches) are the factors 
which change people’s psychic or 
spiritual moods and determine 
their actions. Yet, we find there 
are times when, even if all these 
factors unite to influence public 
opinion, the people refuse to be- 
lieve them. Hence, the material 
published or broadcast or shown 
on the screen and stage is of little 
use unless the people are ready to 
believe what they read, hear and 
see. It is fairly easy to get pub- 
lishers, broadcasters, film makers, 
and theater operators to agree on 
a propaganda/policy; but if the 
public thinks this is only propa- 
ganda, then it is of no use. Only 


when these material forces arouse 


be downward with, 


the spiritual forces of the people 
are they effective. 


Opportunities for Many 


Real opportunities exist 
those who ill make 


television broadéasts. (The latter, 
of course, have been only recently 
a factor.) This material should be 
studied in conjunction with past 
business cycles to learn the cor- 
relation between the spiritual and 
the material. These public librar- 
ies have the answer, and the li- 
brarians will be very glad to aid 
Chambers of Commerce and Trade 
Associations in such research. One 
of these libararians suggests that 
the style of women’s clothing 
should also be considered! 

Such a study could be of great 
value to everyone. It might solve 
the employment problem and en- 
able us to make better forecasts 


for.0f what is ahead. Such studies 
impartial\ could certainly help these “ven- 


studies of this problem for their )40rs’” of public entertainment to 


respective communities or indus- 
tries. This will require months of 
research in public libraries, study- 
ing the advertisements and articles 
of newspapers and magazines, the 
movies and theatrical reviews, in- 
cluding comments on radio and 


at least steady business conditions, 
employment and prices. Changes 
from employment to unemploy- 
ment are what cause heartbreaks 
of manufacturers, retailers, wage 
workers and investors. 








N. Y. Banker Sees Danger of Renewed 
Undermining of Federal Reserve 


J. Stewart Baker, Chairman of 


Board of Directors of Bank of 


Manhattan Company, takes issue with manner of credit inves- 
tigation conducted by Sub-Committee of the Joint Committee 
on the Economic Report, and warns basis may be created for 


undermining independence of 


Federal Reserve System and 


thus jeopardize private banking. 


In a report to stockholders at 
the 153rd Annual Meeting of the 
Bank of the Manhattan Company 
of New York, J. Stewart Baker, 
Chairman of | ’ 
the Board 
of Directors, 
criticized the 
methods used 
by the sub- 
committee on 
credit of the 
Joint Con- 
gressional 
Committee on 
the Economic 
Report in its 
investigations, 
particularly 
the elaborate 
questionnaire 
which was 
sent out to 
bankers, economists and others. 
Mit: Baker also expressed the view 
that this matter should be of seri- 
ous concern to the bankers of the 
nation, inasmuch as it may be 
used as a means of undermining 
again the recently restored inde- 
pendence of the Federal Reserve 
System. 

According to Mr. Baker’s report: 

“This year has been an his- 
torically important one for the 
future of the entire banking busi- 
ness in this country, for the Fed- 
eral Reserve Board during the 
early months of this year made a 
determined effort to regain the 
independence of action without 
which no central banking organi- 
zation can be an effective instru- 
ment for keeping the money sup- 
ply closely adjusted to the eco- 
nomic needs of the country in 
which it operates. For a long pe- 
riod of years, government policies 
were directed toward maintaining 
inflexible and very low levels of 
interest rates, but now the price 
the country’s banks are able to 
charge for credit accommodation 
can be much more responsive to 
the demand. 

“While this means that bank 
earnings in the future are likely 
to be affected favorably, its deeper 
significance lies in the fact that 
the Federal Reserve System can 
no longer be regarded as ‘an 
engine of inflation’ and that we 
are again in a position where cen- 
tral banking policies can take an 
anti-inflationary direction when 
prices are rising dangerously and 
can be used to obstruct price de- 
flation in times when the course 
of trade has turned downward. 
This change in the position of the 





2 Stewart Baker 


Federal Reserve organization with 
respect to the nation’s credit struc- 
ture is of the highest importance 
and the Federal Reserve authori- 
ties deserve the commendation of 
everyone in the country for the 
statesmanship and courage they 
have shown during the past year. 

“It needs to be emphasized in 
the strongest possible terms, how- 
ever, that protection of this newly 
affirmed independence of the 
Federal Reserve System will re- 
quire eternal vigilance on the 
part of the financial and business 
interests of the country. The in- 
fluence of those who favor the 
subordination of the Reserve Sys- 
tem to political expediency and to 
a philosophy of perpetually easy 
money is not to be regarded 
lightly. 

“At this very moment there is 
in progress a Congressional in- 
vestigation of the utmost impor- 
tance. This investigation is being 
conducted by a subcommittee of 
the Joint Committee on the Eco- 
nomic Repart, which has issued to 
a selected list of bankers, econo- 
mists, and other individuals an 
elaborate questionnaire asking 
questions of vast significance. The 
right and appropriateness of Con- 
gressional investigations into mat- 
ters affecting the welfare of the 
nation are beyond question, but 
the manner in which this investi- 
gation is being conducted should 
be a matter of serious concern to 
the bankers of the nation lest it 
be used as a means of undermin- 
ing the independence of the Fed- 
eral Reserve System and place in 
jeopardy the future of banking 
and the system of private enter- 
prise of which banking is a part.” 


George R. Liddle With 
Walston, Hoffman Co.. 


(Specia]) to Tue FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—George 
R. Liddle has become associated 
with Walston, Hoffman & Good- 
win, 550 South Spfing Street. He 
was formerly with First Califor- 
nia Company and prior thereto 
was an officer ef Jones, Cosgrave 
& Co. of Pasadena. 


J. E. Berinett to Admit 


James E. Bennett & Co., mem- 
bers of the New York Stock Ex- 
change, on Jan. 1 will admit Don- 
ald V. MacDonald to partnership. 
He will make his headquarters. in 
the firm’s New York office at 
30 Broad Street. 
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Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 


The government bond market on moderately increased activity, 
especially in the longer-terms, breached the old lows, before Fed- 
eral came in and put the props under them. According to reports, 
the selective spot buying of the monetary authorities in the higher- 
income obligations was not sizable. The bank issues were the first 
to give ground, to be followed by the restricted obligations, not 
because of any large increase in the amount of bonds being offered 
for sale, but due to lack or absence of buyers. It is still evident 
that private buyers are not yet inclined to venture very far away 
from the sidelines. Year-end adjustments are one of the factors 
that are plaguing the market, but it should be remembered this is 
a temporary force that will be eliminated with the passing of time. 


The announcement of a 100-year loan at 35°4% to a large in- 
dustrial concern by the two big life insurance companies seems to 
have dampened, temporarily at least, whatever enthusiasm there 
was around for the higher-income Treasury obligations. 


Eyes on Korea 


Developments in the Korean affair are being watched very 
closely by money market followers, because it is believed prog- 
ress towards an armistice and eventually peace over there will 
have a marked influence upon the economy as a whole, and that 
includes the government market. The cessation of hostilities, it is 
felt, would lessen the inflationary pressure which should not be 
unfavorable to the action of the market for Treasury obligations. 
A longer period of time in which to carry out the defense and pre- 
paredness program should mean the peak of the operation will 
come at a much later date. There would not be the same need to 
rush things along and spending would be done over a much longer 
space of time. The loan trend might even be reversed and with 
some of the pressure off the money markets there could be a 
change in the pattern of demand for government obligations. 


However, it will probably take a bit of time before more defi- 
nite conclusions can be reached about the Far Eastern conflict. 
Nonetheless, it is believed in some quarters that developments 
underway there will ventually turn out to be on the favorable side 
for the government market, especially the longer end of the list. 


Federal Came to the Rescue 


The higher-income Treasury issues have been under moderate 
pressure and new lows have been made in these securities. How- 
ver, these lows have been made on light volume, and were not too 
sharply under the previous bottom limits. This should have con- 
siderable significance as far as buyers of these securities are con- 
cerned. Likewise, Federal, when they stepped in, took only a 
minor amount of these securities in order to stabilize the market 
and to prevent it from having too bad a psychological attitude. 
There appears to be very little question about the monetary au- 
thorities being willing to keep the longer Treasuries within set 
limits on both the down side and the up side. At the moment the 
lower reaches, it seems, will get the attention and protection of 
the powers that be, whenever they believe it necessary. 


These Jower limits will probably be flexible, which means a 
leeway of some 32nds, but it is not expected that any important 
decline will be witnessed from here on. This undoubtedly indi- 
cates that an important bottom is being made in long governments. 
As this is proved by time and experience, there will no doubt be 
a much better tone in the higher income governments. Investors 
have funds that can be put into these securities and while they 
will no doubt take their time in acquiring them, it will not require 
too much buying to be felt in these securities, because the floating 
supply is not very large. Most of the higher-income governments 
which have been bought recently have gone into strong hands. 
This kind of investment buying, which has been going on in mod- 
est amounts, will not be shaken out with either a trading rise or a 
further minor price decline. 


What is likely to happen to the short-term market for Treasury 
obligations if there should be a cessation of hostilities in Korea? 
Some of the demand for these securities, it is believed, may be 
eliminated because the loan trend might change and as a result 
there will not be the same need for liquidity and the riskless issues. 
Whether there would be a lengthening of maturities immediately is 
open to question, but a change in the loan curve, it is believed, 
would bring commercial banks eventually into the higher-income 
Treasury obligations. 


Market Briefs 

The two early eligible taps, that is, the June, 1959/62s and the 
242s of 1962/67, still seem to be among the favorites in the re- 
stricted group. Aithough volume has not been very sizable in these 
bonds, it appears to be larger than in the other issues in the group. 

The partially-exempts continue to be under moderate accumu- 
lation, in not large amounts by the money center banks, with the 
eastern institutions, according to reports, the leading buyers. 

It is indicated there is still more than a fairly large amount of 
buying by corporations in the recently offered tax-anticipation 
bills. 





Walter Bryant Pierce Russell E. Evans Forms 
With White, Weld Go. Own Firm on Goast 


PHILADELPHIA, Pa. — Walter 
Bryant Pierce has become associ- 
ated with White, Weld & Co., 
members of the New York Stock 
Exchange, as a Registered Repre- 
sentative in their Philadelphia of- 
fice, Fidelity - Philadelphia Trust 
Building, it has been announced. 


(Special to Tur FinanciaL CHRONICLE) 


SAN DIEGO, Calif—Russell E. 
Evans has formed R. E. Evans & 
Co..with offices at 202 Broadway, 
to engage in the securities busi- 
ness. Mr. Russell was formerly an 
officer of the First California 
Company. F 
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The New Tax Bill's Effect 


On Credit and Business 


By HENRY H. HEIMANN* 


Executive Vice-President, National Association of Credit Men 


Asserting new tax law makes “sharecropper” out of all in 
business, leading credit association manager warns bankers and 
businessmen to scrutinize management ability of their custom- 
ers more closely than in normal times. Says new tax law will 
promote extravagance in business management, since govern- 
ment takes 70c in cash of every dollar earned, and thus the 
economy incentive is destroyed. Sees fewer new businesses in 
near future. 


One of the most important ef- paredness era is ended, any one 
fects of the new Federal tax law now resorting to extravagances 
on credit and industry is that it because the government is taking 
makes a “sharecropper” out of s® much money will find it is one 
those engaged ~~ thing to engage in these practices 
when orders are being really 
thrown at our front doors and 
quite another thing when we have 
to go out and fight for business. 
There is nothing se demoralizing 
to conservative business manage- 


in business be- 
cause a heavy 
portion of the 
results of their 
efforts must be 
paid to the 
government in 
cash. 

Bank and 
commercial 
credit execu- 
tives should 
begin at once 
to check on 
such items as 
tax accruals 
and reserves 
as shown in 


ment as waste. 











of the cash position is of vital im- 


Both bank and commercial cred- 
it executives will readily recog- 
nize the fact that if business must 
hand over 70 cents in cash to the 
government out of every dollar 
earned, it cannot build up suffi- 
cient reserves to maintain 
equipment, expand its plants, or 
maintain its progress in the indus- 
Henry H. Heimann tyy it serves. Business will find it 
increasingly difficult to obtain 


the operating statements submit- CaUity capital. At the present 


: ecti time only 5% of outside capital 
s ” . tion ° : ° : 
ted by their customers eee eee is being obtained through the sale 
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will be the condition of business 
management and business morals 
when peacetime competition comes 
if these extravagances are in- 
dulged in as undoubtedly they will 
be in many instances? 


Note the socialistic nature of the 
tax law. What is private charity 
going to do in the future for its 
funds? Will the average individual 
have enough left to continue his 
contributions? 


In the field of education, where 
will you find the heavy donations 
from individual or from _  busi- 
nesses? They just won’t have it 
to give. The result will be that 
education will have to go to 
Washington to try to get back 
some of the tax money that has 
been collected from their former 
benefactors. 


As to the standard of living, 
how can people maintain their way 
of life with so heavy a tax load? 
If increases are given them in 
wages and salaries, they in turn 
bring about an inflationary spiral 
that in time will again have its 
full impact on their standard of 
life. 


Adverse Effect on Savings 


Why should people continue to 
save money when the tax law in 
itself will force an inflationary 
program? The thought that tax- 
ation destroys purchasing power is 
true only as it affects individuals. 
What it actually does is to trans- 
fer purchasing power to a cen- 
tralized government. 


The states and their political 
subdivisions have deferred proj- 


will be plenty of voters who will 
enroll in a peaceful tax revolu- 
tion. No power on earth can con- 
vince the average man or woman 
that he was born into this world 
to work the greater part of his life 
in support of an extravagant and 
prodigal government. His family 
relationship and responsibility he 
knows come first. It is the one 
relationship that transcends in its 
importance even the forces of a 
government irrespective of how 
much he may love it and be will- 
ing to work for it. It was said in 
1933 we had to “drive the money 
changers out of the temple.” After 
20 years, we face a more difficult 
and important job. Let us drive 
the tax hogs to slaughter. 


New Brunswick Issue 
Of $10,060,000 Bonds 
Offered to Investors 


Halsey, Stuart & Co. Inc. is 
heading an underwriting group 
which is offering $10,000,000 
Province of New Brunswick 4% % 
Nineteen Year Sinking Fund De- 
bentures, due December 1, 1970 
at 98.12% and accrued interest. 

Of the proceeds to be received 
from the sale of the debentures, 
$3,950,000 will be used to repay 
loans incurred for the payment 
of $4,500,000 Provincial debentures 
at maturity and $2,250,000 will be 
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used together with other funds 


of the Province to retire $7,811,500 


principal amount of the Province’s 
outstandifig debentures. Of the 
remainder of the proceeds, ap- 
proximately $2,500,000 will be 
advanced to The New Brunswick 
Electric Power Commission in 
connection with its electric gen- 
erating, transmission and distri- 
bution system construction 
program and the balance wil) be 
applied to the. general capital 
program of the Province. 

The debentures are redeemable 
at general redemption prices 
ranging from 103% to 100%. 
Through the sinking fund the de- 
bentures are redeemable at 100%. 


New Brunswick is located cast 
of the State of Maine and is the 
largest in area of the three Mari- 
time Provinces of Canada. The 
Province has a total area of 27,- 
985 square miles. Preliminary 
figures for the 1951 census show 
a population in the Province of 
512,186. 

Other members of the offering 
group include—Union Securities 
Corporation; Salomon Bros. & 
Hutzler; Lee Higginson Corpora- 
tion; Blair, Rollins & Co. Incor- 
porated; Coffin & Burr Incorpo- 
rated; Hayden, Stone & Co.; Horn- 
blower & Weeks; L. F. Rothschild 
& Co.; Harris, Hall & Company 
(Incorporated); American Securi- 
ties Corporation; The Milwaukee 
Company; Thomas & Company; 


Byrd Brothers; H. M. Payson & 
Co.; and Wm. E. Pollock & Co., 
Inc. 





portance to commercial and bank 
credit executives, for they realize 
that their customers must pay their 
tax bills in cash. Even if the 
operating statements show a fair 
margin of earnings and progress, 
will their customers be able to 
continue to pay their notes and in- 
voices when tax day comes and 
they must drain off a_consider- 
able portion of their “paper prof- 
its” to pay the tax collector? Nor- 
mally, the earnings of a business 
are only fractionally reflected in 
cash, the larger part being shown 
by inventory, equipment, and 
plant. 

On several occasions I have 
warned the executives who are 
members of the organization I 
represent that they should care- 
fully scrutinize the management 
ability of their customers even 
more closely than in normal times. 
Bank credit executives, I believe, 
would do well to follow such a 
program. There are men of middle 
age now holding high positions in 
management who have never ex- 
perienced the severe competition 
of normal times. Business in gen- 
eral is now “producing at a high 
rate, sales are ahead of or even 
with last year, but net earnings 
have been reported as lower. If 
profits are‘lower on such a tre- 
mendous ._volume, what will hap- 
pen when sales decline? Will they 
reach the point of an inadequate 
return? What will happen when 
normal competition brings a fur- 
ther decline in sales, but high pro- 
duction costs and the new high 
tax levy continue? 


Fax Law Promotes Extravagance 
in Business 


One of the effects of the new 
.tax bill is that it will promote 
extravagance in business manage- 
ment. Despite the fact that over 
one-half, and in some cases as 
much as tiree-quarters, of the 
earnings. will be taken by the 
government for taxes, there is 
little justification for resorting to 
extravagant practices We still may 
hope that the tax bill may some 
day be slightly reduced, and it is 
well to remember that we will not 
always be operating under a de- 
fense program. When the pre- 





*Summary of an address by Mr. Hei- 
mann before the Fourth National Credit 
Conferences sponsored by the American 
Bankers Association, Chicago, Ill., Dec. 
3, 1951. 


of shares of stock; and even this ects for years, and now they will 
source of capital may be consider- have to begin to do some neces- 
ably reduced because of the bur- Sary work. In the field of high- 
den of increased levies created by Ways, for example,-we are way 
the new tax law. behind schedule. This will mean 
The new tax law will have the issuance of tax-exempt bonds, 
greater consequences than many and you can rest assured that 
people now realize. It may take these bonds will be in great de- 
time to demonstrate the changes Mand. In fact, it is not incon- 
of an adverse character that are ceivable that the demand will be 
inherent in this law, but they will So heavy that a great many will 
soon start to appear. be made available at low prices. 
In the first place, business will Cities and states thus may spend 
have to conserve what little re- more than is necessary. 
serve it has for its own growth. What is a person to do if he 
If there is a substantial interest wants to set aside a retirement 
in the company by management, fund for his later years? With a 
it is to its interest to keep the dollar declining in its purchasing 
earnings in the business rather POWer and apt to continue doing 
than distribute them for the bene- 80, what chance has he to be cer- 
fit of government. Of necessity, tain that his savings for a rainy 
some dividends must be paid; but day may not vanish before the 
they will be much more conserva- Tain falls? 
tive; and, consequently, business Why shouldn't people who have 
will be less apt to get new capital accumulated what ,they feel is 
from those possessed of surplus Sufficient t6 carry ‘them along in 
funds. Here again is a design, in- their way of life decide to retire 
tentional or accidental, to force and not chase an elusive rainbow 
funds into government obligations Of security? Certainly, if they 
to underwrite deficits or to carry look at it realistically, many will 
forward the Welfare State. retire much earlier; and as a con- 
sequence their services will be lost 
and their productive efforts will 
Launched be liquidated by the tax bill. 
Certainly there will be fewer But many people will say, what 
businesses launched in the future. are we to do? We are in a defense 
Why should a man risk his hard- effort. We have the European and 
earned savings in a business mere- World aid problems before us. We 
ly to work for the benefit of the can’t incur a deficit. No, we should 
government? not incur a deficit, and something 
There is an era in the business must be done to build a defense 
field in which people might en- effort. If some intelligent energy 
gage without being shouldered had been devoted to a realistic 
with the heavy tax responsibility, recognition of the situation and a 
This area is found in the company true analysis of the appropriation 
making less than $25,000. Why bills with the thought of keeping 
should a business making around them within bounds, you would 
this figure seek to expand and not have needed the highest tax 
make more? bill in the history of the nation. 
Presently the bank loans of busi- That is the tragedy of it all. High 
ness are tremendous. How can taxes we would continue to need 
they help but grow when there because of past extravagances and 
are inadequate sums of money because of olr wars, but we would 
left after the government taxes not need the peak tax bill that 
are paid for the average progres- now confronts us and which will 
sive business to finance itself? -take its toll day by day. If we are 
With the government taking so not careful, it may alter and divert 
much of your earnings in: taxes, the entire course of American in- 
you can readily see how strong a dustry and the American way of 
business management must be to life. 
avoid indulging in extravagances. What we can do is to contact 
Why not pay high salaries, high our representatives in Congress 
wages, and everything else of that before they return to Washington 
character and, if necessary, have and let them know that we are 
it reduce earnings because the no longer ready to blindly accept 
government gets most of the ben- any program merely because it 
efit of earnings in any event? What has “MUST” stamped on it. There 


Fewer Businesses Will Be 


LONG ISLAND LIGHTING COMPANY 


Public Invitation for,Bids 
for the Purchase of 


First Mortgage Bonds 


Long Island Lighting Company hereby inviteg bids 
for the purchase as a whole from it of $25,000,000 
principal amount of its First Mortgage Bonds, Series D 

_% Due 1976. Bids will be received at City Bank 
Farmers Trust Company, 8th Floor Conference Room, 
20 Exchange Place, New York, N. Y., at 11:00 A. M., 
E.S. T., on December 12, 1951. Copies of the Statement 
of Terms and Conditions Relating to Bids, the Registra- 
tion Statement, the Prospectus, and other related docu- 
ments, are available and may be examined at the office 
of the Company, 250 Old Country Rd., Mineola, N. Y., 
and at Room 1854, 2 Rector St., New York, N. Y. Bids 
need be considered only from persons who shall have 
received copies of the Prospec tus and only if made in 
accordance with the terms and conditions stated in the 


Statement of Terms and Conditions Relating to Bids. 


Officers and representatives of and counsel for the 
Company, representatives of the independent public 
accountants who have certified the financial statements 
in the Registration Statement, and counsel for the 
prospective purchasers will be available at City Bank 
Farmers Trust Company, 5th Floor, 20 Exchange Place, 
New York, N. Y., on December 6, 1951 at 2:30 P. M., 
E. S. T., to meet with prospective bidders to review the 
information in the Registration Statement and provi- 
sions of the Statement of Terms and Conditions Relat- 
ing to Bids. All prospective bidders are invited to be 
present. 


Mineola, New York 





LONG ISLAND LIGHTING COMPANY 


By: Epwarp F. Barrett, President 


December n & 1951. 
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Britain’ s Deflation Technique 


Dr. Einzig, in commenting on rise of Bank of England rate and 

discontinuance of unlimited supplies of funds to money market 

by the government authorities, analyzes the effects on Stock 

Exchange prices and tightening of credit. Foresees some pos- 

sibility of new deflationary tactics causing uncontrollable 
stock market slump. 


LONDON, Eng.—On Nov. 7, 1951, the Bank of England raised 
its rediscount rate from 2 to 242%. At the same time the new 
Chancellor of the Exchequer, Mr. Butler, announced in the House 
of Commons that the system under which the authorities made 
available unlimited supplies of funds to the 
Money Market has been discontinued. Hith- 
erto the firm acting for the authorities (the 
“official buyer”) was willing to take up at 
the current market rate any amounts of 
Treasury bills which the Discount Houses 
wished to sell whenever they were short of 
money. By such means the banks could al- 
ways depend on their cash reauirements being 
fully covered, irrespective of the amounts they 
have lent or invested. As from Nov. 7, money 
is no longer “on tap.” The official buyer is 
in the market, but only as and when this 
suits the authorities. The banks can no longer 
assume that any deficiency in their cash re- 
sources could be covered, as a matter of 
course, through the sale of Treasury bills to 
the official buyer by the Discount Houses. 
There is a possibility of a deficiency arising, 
deficiency which will have to be covered through borrowing from 
the Bank of England at the penal rate of 2%. ; 

On Nov. 19 this situation actually arose for the first time 
since the inauguration of the new policy. The official buyer with- 
drew from the market before all the requirements of funds were 
met, and some Discount Houses had to borrow from the Bank of 
England. The amount involved was very small, but the effect 
was spectacular. There was a heavy slump on the Stock Ex- 
change, especially in government loans. The fact that the author- 
ities allowed tight money conditions to develop was regarded as 
an indication of the possibility of a further rise in the Bank rate 
and in interest rates in general. It was widely assumed that the 
old technique under which the authorities tightened money con- 
ditions when they intended to raise the Bank rate has been 
resumed. 

As a matter of fact the Treasury and the Bank of England have 
adopted a totally new technique. It is not the intention of the 
authorities to raise the Bank rate further. The storm of protests 
provoked by the recent rise made it appear politically inexpedient 
to proceed further in the direction of high interest rates. What 
the authorities are trying to do is to achieve the maximum of 
results with the minimum of increase of interest rates. They are 

o trying to insure a curtailment in the volume of credit without 
aving to give the banks official instructions to that end. 
the first time in the history of British monetary policy, 
the rities are operating mainly through the intermediary 
of Exchange prices. The primary object of the tactics fore- 
i on Nov. 7 and actually employed on Nov. 19 was to 
fall in Stock Exchange prices, for the sake of the defla- 
tionary effect of such a fall, This method has been compared 
with the “gold scare” tactics employed by the United’ States 
Treasury in 1937, when over-trading was sought to be discouraged 
through the psychological effects of uncontradicted rumors of a 
possible reduction in the official dollar price of gold. In a some- 
what similar way, the British authorities seek to discourage infla- 
tionary expansion of credit through the psychological effects of 
rumors of a possible further increase of the Bank rate. 


The effect of Bank rate fears on the volume of credit and pur- 
chasing power is manifold. The fall in the value of government 
loans and equities has made it necessary for the banks to ask 
for additional cover or to reduce credits secured by government 
loans and equities. What is much more important, the banks have 
to envisage the possibility of further substantial falls on the Stock 
Exchange. They must insist, therefore, on wider margins. This 
- consideration should go a long way toward discouraging a further 
increase of advances on securities and bringing about a note- 
worthy contraction. The ability and willingness of holders of 
bonds and stocks is also affected. Hundreds of thousands of in- 
vestors who have been living on their capital during recent years 
will have to curtail their spendings, for fear of a marked depre- 
ciation of their capital. It is true, this factor will affect the 

| demand for luxuries rather than the demand for necessities, so 
\\that its direct effect on the cost of living will be negligible. On 
‘ithe other hand the decline of luxury spendnig will make it easier 
‘for the government and for employers to resist wages demands. 


. In many instances the curtailment of credits and the devre- 
ciation of investments might induce industrial firms to reduce 
_their activities, thereby releasing manpower needed elsewhere. 
| By such means inflationary over-full employment could be re- 
duced. It is of course arguable that such indiscriminate defla- 
tionary measures are liable to affect the output of essential goods, 
, and that a planned contraction of credit to producers of unessen- 
| tial goods would be a preferable solution. Beyond doubt this is 
| 80. But in practice the Labor Government had failed almost com- 
letely to adopt any such discriminatory credit restrictions. 
> ughout its six years’ rule manpower continued to be wasted 
‘on the production of unessential goods, in spite of the obvious 
vital need for diverting manpower to essential production. 
| | Although discriminatory measures had been taken in the form of 
2. cal” controls affecting the allocation of raw materials. the 
extent = discrimination in credit control in Britain had been 
negligible. 


Even if in theory a planned deflation of credit, directed 





Dr. Paul Einzig 


% 
fis 


ainst unessential trades, may appear preferable, in circum- 
stances has proved to be politi- 


ot between planned discrim- 
unplanned indiscriminate deflation but be- 


‘ st prevailing in postwar Britain it 
» “eally unworkable. The choice lies not 
inatory deflation and 
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tween unplanned indiscriminatory deflation and continued in- 


flation. 


There is of course always the danger of a deflationary spiral, 
once initiated, getting out of control. A really heavy Stock Ex- 
change slump might lead to a repetition of the experience of the 


early ’30s. The Bank of England 
dations by the pursuance of its 


is in a position to enforce liqui- 
new tactics. But if the slump 


should go too far it would not be so easy to check it. Although the 
authorities now possess weapons which did not exist in the ’30s— 
for instance they can release some £600 million of Postwar Cred- 
its, thereby increasing the purchasing power of the public—it is 
by no means certain that excessive deflation could be checked. 
For this reason the authorities are using their new deflationary 


tactics very sparingly. 
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The Security I Like Best 


ing our governments out of private 
enterprise, and only such revenue 
projects should be entered into 
which are beyond question public 
necessities and improvements. 


CHARLES E. STOLTZ 
Proprietor, C. E. Stoltz Co., N. Y. City 


Flying Tiger Lines, Inc. 


At 1952 individual tax rates 
most investors and certainly most 
businessmen in selecting securities 
usually think in terms of growth 
and capital 
gains. I'd like 
to suggest an 
investment in 
an industry in 
its infancy; 
possibilities of 
growth unlim- 
ited and its 
field world 
wide. I have 
reference to 
Flying Tiger 
Lines Inc. 

This com- 
pany is a cer- 
tified carrier 
of air freight 
incorporated 
in June 25, 1945 as National Sky- 
way Freight Corp. — its name 
changed to present title in June 
1947. It is authorized to serve 46 
domestic cities over transconti- 
nental route 100. In September 
1950 it was serving only 19 cities 
on flights extending from Los An- 
geles and San Francisco to N. Y. 
and Boston via San Diego, Oak- 
land, Denver, Milwaukee, Chicago, 
Detroit, Toledo, Cleveland, Phila- 
delphia, Hartford and Providence, 
and just recently came into the 
Newark Airport. It is now the 
operator of the world’s largest 
freight and contract air fleet. The 
company now has in operation 37 
four-engine C-54 and twin-engine 
C-46 aircraft. In the past year the 
company doubled the size of its 
fleet and its traffic tripled, rising 
from $5,000,000 to nearly $16,- 
000,000. In October 1951 the com- 
pany ordered seven new DC-6A 
Liftmaster cargo airplanes at a 
cost of $7,000,000. These new 
DC-6A are the newest of the 
postwar cargo giants and largest 
commercial freight airplanes now 
flying. This ship flies 100 miles 
an hour faster and lifts twice as 
much cargo as the C-54. In other 
words, the additional seven new 
aircraft will do the work of 14 
aircraft of the C-54 type. This 
purchase will increase the Tiger 
fleet to 44 aircraft—an increase of 
17% in number of aircraft but in 
actual terms of cargo volume the 
company achieves a gain of 38%. 


The company is only five years 
old—let us look at its record of 


growth (fiscal year July 1-June 
30): 





Charles E. Stoltz 





Total Oper. 
Revenue 
SS $480,724 
|, here 4,725,544 
SAPP 3,281,815 
SSSA 3,145,852 
Se 4,964,168 
EY 15,582,059 
Ist Quarter 
Se wictensisiin 5,308,000 
*Deficit. 


The company’s balance sheet as 
of June 30, 1951 showed current 
assets of $4,131,004 against current 
liabilities of $3,071,263. Property 
and equipment after reserves and 
depreciation was a very modest 
$2,023,373. Earnings recently pub- 
lished for the first quarter July 1 
to October showed net earnings 
of $610,203 or 78c per share after 
all State and Federal taxes. This 
is at the rate of $3 per share on 
total capitalization. The Tiger Line 
transacted $6 of revenue per in- 
vested dollar, which is 3 to 5 times 
more productive than any other 
carrier. Gross revenue is now 
running at the rate of $2,000,000 
monthly and for the fiscal year 
ending June 30, 1952 should ex- 
ceed $24,000,000—a 50% increase 
over 1951. This should improve 
considerably when the seven new 
Liffmaster cargo planes are put 
in operation probably the latter 
part of 1952. The company could 
increase its gross revenue to $35,- 
000,000 or $40,000,000 during the 
next two to three years with ease. 
While the company’s EPT base is 
poor, it has established a very 
favorable depreciation policy for 
flight equipment which has been 
approved by the Department of 
Internal Revenue and will derive 
special benefits from accelerated 
depreciation during the next three 
years. 


Its capitalization is very simple. 
The company is without funded 
debt although it recently con- 
tracted for seven new planes at a 
cost of $7,000,000 which will be 
financed through bank loans. On 
Nov. 1, 1951 the company issued 
99,533 shares of a new 5% pre- 
ferred $10 par stock that was dis- 
tributed to the common stock- 
holders (other than 180,800 found- 
er shares) as a dividend on the 
basis of $1.65 par value of such 
preferred shares. Total common 
outstanding, including 180,800 
founder shares, is 784,027. No op- 
tions outstanding. 


Air freight is here to stay. The 
tempo of transportation is being 
stepped up. Development of air 
freight appears to be in the same 
position as motor trucking in the 
early twenties and passenger avia- 
tion in the early thirties. An ex- 
tensive advertising and public re- 
lation program has brought the 
Tiger name before thousands of 
new potential customers. The war 
in Korea gave the company an 
opportunity to take active part in 
military airlift to Tokyo, a source 
of increased revenue. The com- 
pany has been engaging in larger 
foreign contract business and is 
now operating a large contract 
movement between Europe and 
Australia. Its field is unlimited in 
the transportation of vegetable 


and fruit products from West to 
East, from America to Europe and 


Income Net Earned 
Taxes Income per Share 
whites *$199,.595 *$0.27 
atten *778,129 *1.07 
étbptiines *349,264 * 48 
$4,250 123,620 16 
7,000 500,347 .66 
1,408,000 1,399,872 1.79 
éuduats 610,203 78 








Asia. Transportation of heavy in- 
dustry is also playing a larger part 
in its revenue. The Flying Tiger 
has a young and aggressive man- 
agement. Its relation with its em- 
ployees is excellent. A _ great 
number of pilots, retired because 
they are too old for combat duty 
in the Army and Navy Air Force, 
are available for employment. 


At current price of approxi- 
mately $7.50 per share, two and 
one-half times estimated earnings 
based on actual first quarter earn- 
ings, the common stock of Flying 
Tiger Lines, Inc. represents an in- 
teresting purchase at this time 
since it holds excellent possibili- 
ties for capital gains. For those 
who are interested in income the 
5% preferred stock selling at about 
7, yielding 7.10%, is certainly 
attractive. The dividend require- 
ments for the entire year were 
covered over 12 times in the first 
quarter of 1952 alone, 


Flying Tigers—to use the ver- 
nacular of Wall Street—has a tre- 
mendous amount of “romance.” 
A bright future is being written 
in the skies. 


J. K. Lasser to Answer 
Year-End Tax Questions 











J. K, Lasser 


J. K. Lasser, author of “Your 
Income Tax” will speak on “The 
Investor’s Year-End Tax Qués- 
tions” at the New School for 
Social Research, Tuesday, Dec. 11, 
5:20 P.M. He is guest lecturer in 
A. Wilfred May’s series “Your 
Investment Problems Today.” Mr. 
Lasser who is chairman, Federal 
Tax Committee of N. Y. State 
Society of Certified Public Ac- 
countants, is also author of “How 
to Live Within Your Income” 
(with Sylvia Porter) and other 
books in the field. 


Hunnewell Co. Merges 
With Harris, Upham 


BOSTON, Mass.—Harris, Up- 
ham & Co., members of the New 
York Stock Exchange, have 
announced that as of Dec. 10 the 
business of Hunnewell & Co. will 
be consolidated with their firm. 
E. Mauran Beals, Jr. will be ad- 
mitted to limited partnership in 
Harris, Upham & Co. and Willis 
P. Beal to general partnership. 

The office previously main- 
tained by Hunnewell & Co. at 136 
Federal Street, Boston, and Bank 
of Commerce Building, Portland, 
Maine, together with their per- 
sonnel will be operated by Harris, 
Upham & Co. The present Boston 
office of Harris, Upham & Co. at 
30 State Street will be moved to 
the space formerly occupied by 
— & Co. at 136 Federal 

reet. 


Emerson & Holt Join 
W. E. Sibley Co. 


(Special to Tue PrnancraL Curonicie) 


BOSTON, Mass.—H. Bigelow 
Emerson and Jesse H. Holt have 
become associated with W. E. Sib- 
ley & Co., 10 Post Office Square. 
Mr. Emerson formerly conducted 
his own investment business 
under the name of Emerson & 
Company. Mr. Holt was associ- 
ated with him. 
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Ultimate Results of 
Our Fiscal Policy 


tributing facilities, and these can 
be built only with savings. 

Mountain States Telephone and 
Telegraph Co. has doubled its in- 
vestment in Utah during the past 
five years. Nevertheless, 10,000 
people are still waiting for serv- 
ice. The company will invest al- 
most $5 million during 1951, and 
needs to continue this rate of ex- 
penditure for the next few years. 
This can be done only if people 
save the money and are willing to 
invest in the business. Unless 
there are the savings, there will 
be no additional telephones. 

The oil industry finds it neces- 
sary to invest over $500 for each 
new passenger car that goes on 
the road, almost $700 for each new 
oil burner, almost $1,000 for each 
additional truck. Unless these 
funds are saved and reinvested to 
develop new oil fields, construct 
pipelines and refineries, etc., the 
petroleum products needed would 
not be available and hence we 
could not operate the additional 
passenger cars, oil burners, and 
trucks, 

We all recognize today the need 
for steel. It is the backbone of 
the armament program. It is liter- 
ally the foundation of our mod- 
ern production plant. U. S. Steel 
is spending almost $90,000 for 
each additional worker in its new 
plants. Unless this capital is in- 
vested, we could not have the ad- 
ditional steel, and the source of 
the capital is savings. 

The strength of nations is not 
due primarily to their population, 
or natural resources. China and 
India represent 40% of the world’s 
population and account for only 
2% of the world’s output of man- 
ufactured goods. In contrast, the 
U. S. with less than 7% of the 
world’s population produces al- 
most 50% of the world’s manu- 
factured goods. The principal 
factors which make possible our 
greater production and higher 
standard of living are capital and 
the ability to use it. If we destroy 
the source of savings, we shall 
witness the death of our economic 
way of life, as certainly as the 
tree will cease to bear fruit if 
you destroy the roots. 

A prominent church leader used 
to say, “You can break the Ten 
Commandments, if you desire, but 
if you do they will break you.” 
We can continue to spend money 
as we have done, maintain ex- 
tremely high Aax rates, and 
weaken the ability to save, but 
if we do, the day will come when 
we no longer have a “government 
of the people, by the people, and 
for the people.” Even Lenin fore- 
saw what would happen if we did 
this, when he predicted that 
“someday we shall force the 
United States to spend itself into 
destruction.” 

Here is a danger to our future 
security that may be greater than 
any foreign army or the atomic 
bomb. “God bless America,” and 
bless us with the wisdom and 
courage to do what is necessary 
to preserve this choice land and 
our way of life. 


Baker, Weeks Firm to 
Admit J. Henneberry 


John J. Henneberry will become 
a partner in Baker, Weeks & Har- 
den, 1 Wall Street, New York City, 
members of the New York Stock 
Exchange, on Jan. 1. He has been 
with the firm for some time. 


First Southern Investors 


BOYNTON BEACH, Fla.—First 
Southern Investors Corporation is 
engaging in a securities business 
from offices at 524 Jasmine Street. 
James G. Somerville is a principal 
of the firm. 
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As We See It 


taking a stand to mold public opinion and to shape 
policy.” 
Vital Question 


Mr. Johnson has touched upon a vital and troublesome 
subject as did Mr. Sproul before him. It is a vital subject 
because upon the effectiveness with which some one or 
other leads popular thought of the day into sounder and 
saner directions, depends the very existence of the free 
enterprise system. It is a troublesome subject because of 
the difficulty of knowing how any group of businessmen 
or any association of business or financial executives can 
make themselves really effective in such endeavors. The 
very resolution to enter the field at all is enough to enable 
astute politicians and labor leaders to pin the label “mo- 
nopoly” upon any organization of businessmen. 


Upon reflection it is a strange and certainly a lamen- 
table fact that labor unions and organizations of farmers 
may seek their own ends in Washington and the State 
capitals without let or hindrance—and for that matter in- 
ject themselves openly into political campaigns, even 
boasting about it—-while any group of manufacturers, 
merchants, bankers or the like which undertakes it are 
suspect in the public mind at once. Such, however, is the 
truth of the matter, and such is a phase of this whole 
situation which must never be lost to sight. This whole 
business of what is sometimes known as “public relations” 
is a strange business. 


But all this is but a branch or segment of a much 
broader question. Of course, each businessman is a citizen 
and has the duties as well as the privileges of citizenship. 
Whatever these are, they are the same as those which de- 
volve upon the man at the work bench or at the plow. 
In some sense or another the businessman is often an in- 
fluential figure in his own personal community, and hence 
on the principle of noblesse oblige has a somewhat greater 
responsibility for leading the thought of his community— 
although in this era of character assassination and mud- 
slinging it may be that the neighborhood political dema- 
gogue can render his influence of little weight. 


Business Enterprise 


But these are all personal matters. What, after all, 
are and what are not the social obligations of a business 
enterprise as such or of any association or organization 
of business enterprises? Take first the business enterprise. 
It has been organized and presumably is being operated 
for the purpose of making money. If it is able to make no 
money, then there is no real reason for its existence. This 
will doubtless seem to some to be a harsh doctrine. So it 
may be, but of course truth is often harsh to those who 
are fond of delusions. But harsh or not, it is the very 
heart of the free enterprise system. Of course, inciden- 
tally and inevitably, in the course of successful operation 
a business enterprise “gives employment” just as it pro- 
vides goods desired by its customers. Of course, in the 
very nature of its operations, it provides its employees 
with the wherewithal to buy what they want or need. 
But these are things it must do if it is to accomplish the 
real purpose for which, in a free enterprise system, the 
business was started in the first place. 


Now, it would be foolish to deny that in the complex, 
modern society situations do not arise when circumstances 
impose certain moral obligations upon a business enter- 
prise, but it will usually be found that due respect for 
these obligations pays off in the end and is hence but 
another way of saying that in the pursuit of its own in- 
interest — an enterprise performs certain essential social 
functions. There are the classical cases, of course, where 
an enterprise springs up or is located at some point where 
little exists and is responsible for the influx of large num- 
bers of workers. The time may quickly come when for all 
practical purposes the welfare of these employees is largely 
in the hands of one employer. Some sort of obligation in 
this one-enterprise town comes to rest upon that one en- 
terprise to do what is right and reasonable so far as its 
employees are concerned. In the long run, however, it 
would certainly not be good policy for the enterprise to 
do anything else, and we prefer to think of the matter 
as one of wise management rather than any mystical duty 
to play father to any one. 


Education Needed 
Take the matter one step farther. It is dollars to 
doughnyts that the great rank and file of the employees 
of such an enterprise, particularly if it happens to be a 
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large one, have strange ideas about business. If this one 
employer can find’some way to get the thinking of these 
members of its staff straightened out, it will have per- 
formed a public service, but it would also pay rich divi- 
dends to the employer. In a sense, then, it is an obligation 
which the employer owes to himself to educate his em- 
ployees about many things. The problem really is how 
can the employer make himself effective—and that is 


no small problem today with false prophets on every street 
corner. 


When we pass from the single enterprise to the groups » 
of enterprises organized into associations and the like, we 
find a superficially different situation. Here also, though, 
the main purpose in life is to promote the type of business 
enterprise represented, and here again the best promotion 
of that business will best promote the public welfare. 


“Abolish Price Controls,” Says U. S. Chamber 


In a Report of its Committee on Economic Policy, most com- 

prehensive commercial organization in nation urges all wage 

and price controls be abolished in public interest, since they 
are generating a “callous disregard for law.” 














The Chamber of Commerce of 
the United States, on the occasion 
of the publication of a voluminous 
report, “The Price of Price Con- 
trols,” pre- 
pared by the 
Chamber’s 
Economic Pol- 
icy Commit- 
tee, let it be 
known that 
price and 
wage controls 
should be 
abolished im- 
mediately in 
the public 
interest. In 
{ many cases, 

- : the Chamber 

Dr. E. P. Schmidt ‘2/0, the con- 

trols are mak- 

ing everyday 

business and consumer actions 

illegal and they are thus gener- 

ating a callous disregard for laws 
in general. 


Commenting on the report, Dr. 
Emerson P. Schmidt, the Cham- 
ber’s Director of Economic Re- 
search, said: 

“Most prices are below ceilings 
now and price controls had 
nothing to do with that. The 
tightening of our monetary and 
fiscal policies caused the decline. 

“OPS pencil pushers are pulling 
the ceilings down as prices slide 
downward. 

“Price controls have never 
worked in the face of strong in- 
flationary pressures. Today the 
pressures are off and there cer- 
tainly is no need for them. A 
balanced Federal budget and 
tight credit controls can keep 
prices in line. Even if prices 
should start to rise again, a cou- 
































the powers it now has to stop 
inflation by cutting less essential 
spending, taxing enough to cover 
necessary expenditures, and tight- 
ening credit policies.” 

The Chamber’s report made 
these points: 


“(1) Attempts to make regu- 
lations on a national level for 
commodities bought daily by mil- 
lions of persons and produced by 
thousands of individual businesses 
result in rules and regulations 
which appear unreasonable in 
many cases.” 


“(2) Attempts to correct price 
regulations in such cases result 
in still more involved and tech- 
nical regulations which continu- 
ally complicate the situation.” 

“(3) Price controls never have 
worked for any length of time 
because they work against tra- 
ditional market forces of demand 
and supply, operating through a 
free competitive price mechanism. 
Price controls broke down at the 
end of World War II. Many 
persons still believe OPA was 
abolished too soon. But actually, 
production in many critical lines 
was not only failing to rise in 
response to heavy demand, but 
was decreasing.” 

The Chamber’s study shows that 
World War II price controls were 
creating unblievable distortions 
in the production and marketing 
mechanism. Enforcement of price 
regulations was becoming impos- 
sible. 


If controls hadn’t been removed 
when they were, we might never 
have been able to return to our 
traditional free competitive pro- 
ductive system, the report con- 
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Canadian 











The various recent visits of 
Canadian and British highest level 
financial representatives to Lon- 
don and Washington suggest im- 
minent important developments in 
which Canada is likely to fill a 
prominent role. It has been a 
somewhat curious fact that fol- 
lowing Canada’s prodigious con- 
tribution to the British and Allied 
wa- efforts, her postwar perform- 
ance, particularly with regard to 
the United Kingdom, has been 
noticeably less conspicuous. The 
blame for the Dominion’s strange 
re“noteness from the British Com- 
monwealth financial and economic 
scleme during the postwar years 
cai: possibly be ascribed to the 
aputhetic attitude of the British 
Labor government, which failed 
lamentably to recognize the tre- 
mendous economic promise of the 
senior Dominion. This country on 
the other hand has been amply 
corscious of Canada’s looming 
economic potential, as a result of 
which the Dominion has been in- 
creasingly drawn within the U. S. 
economic orbit. 

Unlike their predecessors in of- 
fice, the Conservatives, who now 
control British destinies, have long 
been enthusiastic concerning the 
brilliant prospects of Canadian 
economic expansion and the pos- 
sibilities of British participation. 
Although the restrictive Socialistic 
policies of the Labor government 
have prevented British free enter- 
prise from taking advantage of the 
many fruitful opportunities that 
have been available in the past 
few years, there is still ample 
scope for the exercise of the long 
repressed financial genius of the 
City of London. There is however 
one particularly formidable ob- 
stacle in the path of complete 
freedom of Anglo-Canadian finan- 
cial transactions. That is the cur- 
rency barrier constituted by the 
present artificial level of the Brit- 
ish official rate of exchange. It is 
true that Canada has had special 
privileges with regard to sterling 
convertibility, but as recent events 
have demonstrated, this imposes 
am embarrassing strain on Brit- 
ain’s dwindling exchange reserves. 

When considering possible fu- 
ture action in connection with the 
solution of the sterling problem it 
is interesting to look back to 1931, 
at which time the situation was 
curiously similar. Then as now a 
new government, a coalition but 
predominantly Conservative, was 
obliged to assume the responsibil- 
ities of a dire exchange situation 
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inherited from a Labor govern- 
ment. The course adopted then 
was a departure from the fixed 
gold parity of the pound and the 
setting free of the currency to find 
its natural level determined by the 
normal play of supply and de- 
mand. As a result, the pound, 
after declining rapidly from $4.86 
to $3.12, staged a strong recovery 
and sterling became once more an 
acceptable unit of international 
exchange. At the present time 
sterling is once more at an artifi- 
cial level, with free commercial 
dealings transacted between $2.35 
and $2.40, and with pressure on 
the official level resulting in a 
steady drain on the exchange re- 
serves. 

Although it is widely accepted 
in banking and financial circles 
here that the British Conservative 
government will have access to re- 
newed U. S., and possibly Cana- 
dian, financial support for the 
purpose of bolstering sterling at 
its present uneconomic level, the 
1931 precedent and the known 
Conservative outlook does not 
adequately support this belief. If 
possible, and even at some sacri- 
fice, the Conservative leadership 
would like to break away from 
the Socialistic system of exchange 
restrictions and controls. Any en- 
deavor to attain this objective 
would receive enthusiastic sup- 
port in Ottawa, Washington, and 
all financial centres that are now 
plagued by the problem of the 
inconvertibility of sterling at its 
present level. Even the staunch 
links that bind the United King- 
dom with its Dominions and Colo- 
nial Territories are now sorely 
strained as a consequence of in- 
ability to dispose freely of ster- 
ling holdings. 

The appropriate action required 
to correct the situation would not 
constitute a formal devaluation. 
The absence of a fixed peg would 
avoid the recurrent sterling crises 
that arise whenever the world’s 
financial centres consider that the 
official level is out of line accord- 
ing to actual realities. An initial 
decline although assisting British 
exports would under normal cir- 
cumstances of course raise the cost 
of imports. It is probable how- 
ever, that contrary to the general 
belief, Britain will not come cap 
in hand to Washington and Otta- 
wa for direct financial assistance 
that in the past has served only as 
a rapidly dissipated palliative. On 
this occasion it is more likely that 
U. S. and Canadian aid will be 
sought in the form of access to 
special sources of raw materials, 
the settlement of which might in- 
volve the acceptance and possible 
retention of sterling at its new 
commercial valuation. In this way 
Canada and this country could 
solve the British import problem 
and in turn would become the 
holders of sterling balances that 
would give little rise to anxiety 
with respect either to their con- 
vertibility or market value. Can- 
ada moreover would then have the 
opportunity to play a more con- 
structive role in the British Com- 
monwealth economic system. 

During the week interest in the 
external section of the bond mar- 
ket was confined to the marketing 
of the new $10 million New 
Brunswick issue. Activity in in- 
ternals was on an even more re- 
stricted scale but they were marked 
slightly higher following the per- 
sistent strength of the Canadian 
dollar. The corporate rate was also 
appreciably higher at 5%4%-4%4%. 
Stocks continued their recent rally 
led by the Western oils with the 
golds and the base-metals also 
well to the fore. 
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Bank of Montreal Elects Officers 


Gordon R. Bali 


Prent‘ce Bloedel 


H. Greville Smith 


MONTREAL, Quebec—At the annual meeting of the Bank of 
Montreal, Gordon R. Ball, general manager, was elected a director 
and, at a subsequent meeting of directors, was made Vice-President. 

Also elected directors were Prentice Bluedel, Vice-Chairman 
of MacMillan & Bloedel, Ltd., important lumber and pulp-mill 
operators on the Pacific Coast, and H. Greville Smith, President 


of Canadian Industries Limited. 


Mr. Ball became general manager of the Bank of Montreal 
in 1947, after three years’ service as the bank’s first agent in 


New York. 


Mr. Bloedell, who is a well known figure in British Columbia 
lumber circles, has been a member of the government-appointed 
Advisory Committee on Overseas Investment. 

Mr. Smith, formerly associated with Imperial Chemical Indus- 
tries Limited in England, joined Canadian Industries Limited in 
1932, became a director in 1940 and was elected President last 
April. As wartime Vice-President and general manager of Defence 
Industries Limited, he was responsible for a vast program of plant 
construction and production of defence chemicals and explosives, 
for which he was made a Commander, Order of the British Empire. 


Continued from page 4 


Investment Banking and the 
Credit Restraint Program 


The total number of loans 
screened by all Investment Bank- 
ing Regional Committees from 
March to Nov. 15, 1951 is 1,321— 
dollar amount $2,819 million — 
total deferments being 66 loans, 
amounting to $318 million. You 
can see that the Regional Com- 
mittees have borne the brunt of 
the work. A vast number of writ- 
ten inquiries have been presented 
to the offices of the Investment 
Banking Regional Chairmen to 
find out whether or not those 
applications were in accordance 
with the Voluntary Credit Re- 
straint Program. Application forms 
have been developed by the Re- 
gional Committees which facili- 
tate the handling of applications. 
The telephone inquiries have also 
been of great volume. Many loans 
have been deferred in their em- 
bryonic stages. Several large loans 
have been deferred in_ their 
primary stages of negotiation upon 
the assurance from the Regional 
Committees that the loans in 
question did not conform with the 
Program. The time, thought, and 
efforts of the Chairman and mem- 
bers of the Regional Committees 
have been freely donated to the 
Voluntary Credit Restraint Pro- 
gram to insure its success. We all 
owe the Regional Committees an 
enthusiastic vote of thanks for 
their splendid work in handling 
this great volume of inquiries 
quickly and_ efficiently. The 
proper handling by the Regional 
Committees of the inquiries sub- 
mitted is the cornerstone of the 
entire program. 

Frequent meetings of the Re- 
gional Committees have been held 
to screen ihe many loan applica- 
tions. This work has been on an 
entirely voluntary basis. Meetings 
of the National Committee in 
Washington have been held at 
least monthly, and in some in- 
stances, at more frequent inter- 
vals. The time and cost involved 
to attend these meetings have 
been borne Ly the member insti- 
tutions and firms of the represen- 
tatives. This again exemplifies 


the voluntary nature of this ef- 


fort. This is a time-consuming 


operation, and time is money in 


our business. 


The National Committee has is- 
sued six bulletins which are used 
by the Regional Committees and 
persons active in various seg- 
ments of banking, insurance, 
and investment banking fields to 
screen loans offered to them as to 
whether or not they conform to 
the Voluntary Credit Restraint 
Program. The first bulletin dealt 
with the subject of inventory 
loans.» In view of the rapid in- 
crease in inventories, particularly 
at the wholesale level, the Com- 
mittee decided that this was. its 
number one problem. The sec- 
ond bulletin was on the subject of 
credit for plant expansion. Ac- 
cording to government estimates, 
the business firms were planning 
to spend about $24 billion on 
plant expansion in 1951. While 
part of this money would come 
from corporate savings, a large 
part would need to be financed by 
borrowing. Furthermore, regard- 
less of the sources of funds, it 
seemed highly doubtful to the 
Voluntary Credit Restraint Com- 
mittee that expenditures of this 
magnitude, other than those di- 
rectly related to defense, could be 
carried through without exerting 
undesirable inflationary pressures. 
The third bulletin dealt with bor- 
rowings by states and municipal- 
ities, the fourth with real estate, 
and the balance with loans to for- 
eign borrowers and loans on se- 
curities. 

The possession by the borrower 
of a Nationai Production Author- 
ity Certificate for scarce mate- 
rials must not be considered suffi- 
cient evidence exclusively to jus- 
tify a loan. However, a certificate 
of necessity does distinctly give 
the “green light” of affirmation. 

The Program’s foundation rests 
on the principle that the “purpose 
test” should determine whether a 
loan should be made or deferred. 


State and Lecal Government 
Loans 

A large credit area in which 
screening of projected issues by 
investment bankers has been 


helpful is in the field of state and. 


local government borrowing. The 
demand for credit* from this 
source has been very strong since 
World War II, and 1951 has been 
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no exception. Outstanding State 
and local debt reached an all-time 
high level in 1950 of about $23 
billion. 


When it became apparent that 
municipal issues had to be in- 
cluded in the Program, it evi- 
dently was quite a surprise to 
many municipalities and dealers 
in municipal bonds. Corporate is- 
sues had been included in the 
Program; and when municipal is- 
sues came to market, irrespective 
as to their purpose, it became im- 
perative to include these issues if 
our industry wished to make a 
serious attempt to hold infliation- 
ary pressures in our segment of 
the economy in check. In the past, 
we in the municipal bond busi- 
ness have considered credit and 
legality as the major factors in 
formulating bids for municipal is- 
sues. Now a new factor has been 
added, the “purpose test.” Does 
the issue conform with the Vol- 
untary Credit Restraint Program? 


Bulletin uumber three issued 
by the National Voluntary Credit 
Restraint Committee dealt with 
the problem of the use of credit 
by municipalities for nondefense 
purposes and, in some instances, 
for nonessential projects. This 
bulletin synchronized with a let- 
ter dated May 7, 1951, from Chief 
Mobilizer Charles E. Wilson, ad- 
dressed to all governors of states, 
mayors of major cities, and finan- 
cial officials of principal counties 
and other political subdivisions, in 
which he asked that “on behalf of 
our government, I ask you to 
postpone borrowing no matter 
how worthy the purpose if the 
project is postponable.’ He &lso 
wrote: “Soldiers’ bonus payments, 
many war memorials, and munici- 
pal recreational projects are but 
a few important examples of 
postponable projects which will 
serve the nation better at a fu- 
ture time.” He further states: 
“Regional Committees have been 
chosen from leading investment 
bankers of the nation. They are 
at your service to advise as to 
the current desirability of your 
financing. it is my earnest re- 
quest that during the defense 
emergency every state and mu- 
nicipal borrowing of $1 million or 
over recéive approval of one of 
these committees before being 
consummated either by a single 
lender or by public sale. Unprec- 
edented as ihis request may be, 
your patriotic cooperation will be 
a major contribution to the fu- 
ture welfare of our country. No 
one could have a higher aim.” 
This immediately focused the at- 
tention of the investment bank- 
ing industry on the purposes for 
which municipal loans were be- 
ing brought to market. 


Bulletin number three of the 
National Committee stated: “Fi- 
nancing institutions are requested 
to cooperate in this matter by not 
participating in public or private 
sale or purchase of such securities 
unless the issue involved has been 
cleared by the proposed issuer, or 
as a result of an application for 
a ruling by the financing institu- 
tion itself. All such transactions, 
regardless of size, should be 
screened by the financing institu- 
tions in accordance with the 
Statement of Principles of the 
Program, and may be referred to 
the Regional Committees if the fi- 
nancing institutions so desire.” 


You will immediately recognize 
the difference between the two 
statements. Wilson asked for 
screening of all municipal issues 
of “$1 million or over.” The Na- 
tional Comimittee stated that “all 
such transactions regardless of 
size” be screened. It is through 
the media of screening all issues 
that we hope to make more 
credit available for defense. 


Investment Banking Conscieus of 
Hs Responsibility > 

The investment banking indus- 

try is fully conscious of its re- 

sponsibility. We have refrained 

from bidding on several very 

large issues. In reference to one 
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large issue particularly, it was 

. mecessary to dissolve two syndi- 
cates which were comprised of 
246 dealers. By not bidding on 
this issue, the investment bank- 
ers voluntarily gave up a poten- 
tial profit of $670,000 to cooper- 
ate with the Voluntary Credit Re- 
straint Program. So you can see 
that our interest and cooperation 
is not theoretical but actual. The 
total issues deferred by the Vol- 
untary Credit Restraint Program 
amount to approximately $300 
million. The potential profit given 
up by the investment banking in- 
dustry on this volume of financ- 
ing is at least $3 million. That is 
quite a contribution! 

The insurance companies and 
banking institutions have coop- 
erated with the Voluntary Credit 
Restraint Program by rejecting 
loans that do not conform with 
the program. However, the loan 
demand has been so great that 
the rejected loans are easily re- 
placed with loans that do conform 
with the Voluntary Credit Re- 
straint Program. So it is fair to 

- say, in my opinion, that the in- 
surance companies and banks 
have been engaged in a coopera- 
tive effort. 

The investment banking indus- 
try, in my opinion, is a charter 
member of the “How Dumb Can 
You Be Club.” Other than this 
address no mention has been made 
by any investment banker of our 
contribution to the Voluntary 
Credit Restraint Program. I hope 
that the press representatives 
present will give emphasis to the 
point that the investment banking 
industry has made a real contribu- 
tion to the Voluntary Credit Re- 
straint Program. The dollar profits 
we have denied ourselves are ir- 
retrievable. If an underwriting is 
deferred we have no assurance 
that another deal of like magni- 
tude will come our way. You have 
cooperated! We have contributed! 
This is the message I hope the 
country at large will recognize, 
that the investment banking in- 
dustry has contributed irretriev- 
able earnings to the success of this 
voluntary program. 

I participated in a conference 
in Washington in which several 
commercial bankers were trying 
to justify their favorable view- 
point on a bonus issue, saying that 
in their opinion it was not infla- 
tionary. One commercial banker 
insisted there was no inflationary 
influence caused by bonus issues. 


This theory is definitely fal- 
lacious. 
One of the initial steps taken 


to publicize the Voluntary Credit 
Restraint Program at its inception 
was the circularization of a letter 
to some 90,000 lenders by the 
Federal Reserve Board, request- 
ing these lenders to participate in 


the Voluntary Credit Restraint 
Program. 
In addition, a Statement of 


Principles of the Voluntary Credit 
Restraint Program on a printed 
card received wide distribution. 
Many of the Regional Committees 
publicized tne various bulletins. 
By giving wide publicity to the 
various bulletins, the Voluntary 
Credit Restraint Program re- 
ceived the support of practically 


all the lending institutions. The 
Investment Bankers Association 


and the National Association of 
Securities Dealers are giving 
widespread publicity to the Vol- 
untary Credit Restraint Program. 
In addition, various Commercial 
Regional Committees have publi- 
cized the Program throughout 
their areas. We have used our 
best efforts to avoid a situation 
where one lender has turned 


down a loan on the basis of its 
nonconformance with the Vol- 
untary Credit Restraint Program 
, only to see some competitor grant 
- the loan due to his lack of famil- 
iarity with the Program. In ad- 
. dition, we have conferred with 
government agencies, seeking 
their cooperation to defer un- 
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necessary lerding. We have really 
spread the “word”! 


Commitments of Life Insurance 
Companies 

A new factor has entered in- 
vestment banking concerning the 
consideration of the availability 
of investable funds. Under the di- 
rection of the Life Insurance 
Company Section of the National 
Voluntary Credit Restraint Com- 
mittee, for the first time a new 
set of figures has become avail- 
able, prepared by the Life Insur- 
ance Association of America, un- 
der the able supervision of Dr. 
James J. O'Leary. The outstand- 
ing commitments of 45 life insur- 
ance companies representing 85% 
of the assets of all life insurance 
companies in the United States is 
an important factor in finance. 
Forward commitments of major 
life insurance companies have a 
direct bearing on the bond mar- 
ket; reliable information on funds 
committed for, periodically re- 
leased, permits a better estimate 
of the balance of funds available 
for investment. 


Forward Commitments of Major 
Life Insurance Companies 


RF: ‘Be, Beek wcccccs $4,504,000,000 
May 31,1951 4,331,000,000 
June 30, 1951 4,197,000,000 
July 31, 1951 4,055,060,000 
Aug. 31, 1951 3,748,000,000 

This shows that life insurance 
company forward commitments 
have been reduced approximately 
$800 million since April 30. Esti- 
mated normal forward commit- 
ments, pre-Korea, if you can call 
that normal, is approximately 
$1%% billion to $2 billion, so pres- 
ent excess over normal forward 
commitments is approximately $2 
billion. This is a much lower fig- 
ure than usual estimates made in 
the recent past and is most im- 
portant to the investment banking 
industry. 

Classifying these figures as to 
purpose shows defense supporting 
commitments fairly constant, be- 
ing: 

$1,794,695,000, April 30, 1951 

$1,696,009,000, Aug. 31, 1951 


showing a reduction of $100 mil- 
lion, while nondefense commit- 
ments have been reduced ap- 
proximately $650 million during 
this period: 

$2,709,305,000, April 30, 1951 

$2,052,556,000, Aug. 31, 1951 

However, the present annual 
total of all investable funds re- 
ceived by insurance companies, 
being premiums, amortization of 
mortgages, maturities, interest, 
and sinking fund payments, plus 
new life insurance sales, aggre- 
gate a grand total of approxi- 
mately $7 billion. Thus it is rea- 
sonable to assume that excess for- 
ward commitments of major life 
insurance companies can be re- 
duced in a comparatively short 
time to normal proportions. The 
availability of these figures are 
important by-products of the Vol- 
untary Credit Restraint Program. 


“Screening” by Investment 
Banking Industry 

The investment banking indus- 
try has adopted the program of 
screening by the Regional Com- 
mittees of issues brought to mar- 
ket. We have adopted the “pur- 
pose test” as applicable to all is- 
sues inclusive of municipal and 
state issues. We have unstiniingly 
given our time and personnel in 
support of the Voluntary Credit 
Restraint Program. We have put 
economic well-being of the coun- 
try ahead of the “fast buck” of to- 
day. We in the investment oank- 
ing industry velieve that complete 
cooperation with the Voluntary 
Credit Restraint Program is the 
best means to avoid being ham- 
strung by unrealistic, stringent 
regulations. 

The investment banking indus- 
try has shown through its whole- 
hearted cooperation with the Vol- 
untary Credit Restraint Program 
and the denial of potential profits, 
that the greatest contribution we 
can make to defense production is 
to preserve the profit incentives 
of the free enterprise system. De- 
fense is everybody’s business. 


Pros and Cons of “Lifo” Inventory Valuation 


Monthly publication of Guaranty Trust Co. of New York points 

out “last-in, first-out” method of pricing inventories can reduce 

taxes under rising prices, but will not permit writing off inven- 
tory losses when prices drop. 


According to an editorial in the 
December issue of “The Guaranty 
Survey,” monthly publication of 
the Guaranty Trust Company of 
New York, a distinction should be 
made between true operating 
profits and inventory gains dur- 
ing a time of price inflation. 

Titled, ‘Measuring Profits in a 
Time of Inflation,” the editorial 
devotes much of its discussion to 
the “last-in, first-out” method of 
inventory valuation. In the so- 
called “lifo’”’ method the units of 
inventory, instead of being re- 
garded as used in order of acqui- 
sition, are treated as if used in 
the opposite order—the last units 
used first. The general effect of 
the method is to match current in- 
ventory replacement costs against 
current selling prices, and thus 
eliminate inventory gains and 
losses from the income statement. 

“Because it includes inventory 
gains from stated income, ‘lifo’ is 
a tax saver at a time of rising 
prices. The same rule, of course, 
works in reverse when prices are 
falling. Inventory losses cannot 
be reported for tax purposes, since 
the law requires that, once a com- 


pany has adopted ‘lifo, it must 
continue to use it unless author- 
ized to do otherwise by the Com- 
missioner of Internal Revenue. 
“In retrospect, almost all com- 
panies dealing in commodities 
could have reduced their tax li- 
abilities by adopting ‘lifo’ years 
ago,” said “The..Guaranty Sur- 


vey.” “Hindsight is easier than 
foresight, however, and the ques- 
tion to be answered by a com- 
pany considering the adoption of 
‘lifo’ for tax purposes is not the 
past but the future trend of 
prices.” 

“The Guaranty Survey” editor- 
ial discusses, without recommen- 
dation, the objections to the ‘lifo’ 
method of inventory valuation, as 
well as its advantages. 

“An outstanding objection to 
‘lifo’,” according to the article “‘and 
perhaps the main deterrent to its 
more general adoption, is the legal 
compulsion to continue using it, 
once it has been adopted. This 
compulsion could result in a se- 
vere tax penalty in case the mar- 
ket value of the inventory snould 
decline below the level prevail- 
ing at the time ‘lifo’ was adopted. 
To meet this objection, it has 
been suggested that the law be 
amended to permit companies to 
revalue their inventories at cost 
or market prices, whichever are 
lower, whenever prices decline 
below the level that prevailed at 
the time ‘lifo’ was adopted.” 

From the tax standpoint, the 
choice of accounting methods de- 
pends on assumptions made as to 
future tendencies, continued “The 
Guaranty Survey.’ Whatever the 
uncertainties, and whether the 


“last-in, first-out” method is used 
or not, “sound financial practice 
requires that a clear distinction 
be made between true operating 
profits and inventory gains.” 
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Era of Cheap Money Policy Ending? 
December “Monthly Bank Letter” of the National City Bank 


of New York notes world-wide movement away from “cheap 
money” philosophy. 


An article in the December is- 
sue of the “Monthly Bank Letter.” 
published by the National City 
of New York, calls attention to 
recent tightening of credit by 
means of the interest rate both 
here and abroad as marking the 
end of an era of cheap money pol- 
icy. Commenting on the recent 
advance in the Bank of England 
discount rate and similar action 
in other financial areas, the 
“Monthly Bank Letter” states: 

“Action by the Bank of England 
last month in advancing its dis- 
count rate from 2 to 24%, and 
in taking other steps to tighten 
credit, may be said to mark the 
end of an era of monetarys phil- 
osophy. To quote the London 
“Economist” of Nov. 10: 


“*Very wisely, the new Chan- 
cellor has lost no time in enlisting, 
for his attack upon inflation, the 
almost forgotten technique of 
orthodox monetary policy. He has 
raised Bank rate—a rate kept un- 
changed and wholly ineffective 
for so long that it had come to be 
regarded by some people as a kind 
of museum exhibit from an obso- 
lete system.’ 

“The British action is only one 
of a series of steps in different 
countries indicating a _ reviving 
recognition of the role of interest 
rates and credit policy in influenc- 
ing production, employment, and 
prices. An earlier step of epochal 
importance was the unpegging in 
this country of the government 
hond market last March, untieing 
the hands of the Federal Reserve 
to exert its traditional controls 
over the volume and cost of credit. 

“The falling into line by the 
Bank of England, one of the last 
of the central banking institutions 
to take such action, and for many 
years the leader in the money 
markets of the world, comes as 
culminating evidence of the trend 
toward monetary orthodoxy. It 
marks the end of the era of faith 
in the doctrine that money ought 
always be kept easy and interest 
rates low, regardless of the state 
of the economic climate. 


The Cheap Money Philosophy 

“This faith in the efficacy 
perpetually cheap money had 
been something new in man’s 
economic thinking. Like so many 
other recent departures from tra- 
ditional economic theory. it sprang 
from the great depression of the 
30s. 

“Prior to 1929 there was little 
disposition anywhere to question 
the idea of fluctuating interest 
rates. Changes in such rates were 
commonly accepted as one of the 


of 


instruments of credit policy. As« 
Dr. Per Jacobsson, Economist of 
the Bank for International Settle- 
ments, pointed out in the April, 
1951 Quarterly Review of the 
Skandinaviska Bank (Stockholm): 


“*The successful operation of 
the world’s currency systems un- 
der the gold standard depended 
very much on the flexibility of 
interest rates: one of the advan- 
tages of this standard was that 
gold movements could as a rule 
be taken as a guide for polity, 
since they generally reflected the 
state of the balance of payments 
and of the internal credit situa- 
tion. And, at the same time, the 
example set by the London mar- 
ket was of the greatest impor- 
tance, changes in interest rates by 
the Bank of England being looked 
upon as indicative of the general 
world trend.’ 

“The depression of the ’30s, 
however, wrought great changes 
in the thinking about interest 
rates and credit policy. While it 
had always been established doc- 


trine that interest rates should be 
low during periods of declining 
business, there developed out of 
the length and severity of the de- 
pression a new school of thought 
which held low interest rates to 
be a blessing, the enjoyment of 
which ought not be limited to pe- 
riods of depression but extended 
to all times, good as well as bad. 

“Then came the second World 
War, with its emphasis upon low 
interest rates for war financing. 
Altogether, counting the depres- 
sion and the war period, there ex- 
isted, as Dr. Jacobsson noted, a 
span of some 15 years of continu- 
ously cheap money. In conse- 
quence of this and the preaching 
of the new monetary doctrines, 
belief in the virtues of cheap 
money continued to flourish even 
into the early postwar years. As 
indicated by the “Economist,” 
many people came to regard the 
discount rate as little more than 
an interesting relic of an out- 
moded age. 

“Belgium was one exception to 
the trend, the National Bank 
twice raising its discount rate in 
1946. This was in keeping with 
the independent course taken by 
that country in dealing with its 
postwar economic problems.” 
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Bank and Insurance Stocks 
By H. E. JOHNSON 


This Week—Insurance Stocks 


Current indications are that operating results of fire insur- 
ance companies for the year 1951 may approximate those reported 
for last year. Because of the particular difficulties connected with 
gome of the casualty lines, it is expected that the casualty com- 
panies will report operating earnings below those of 1950. 

Operating results in the first six months of the current period 
for the fire companies were disappointing in comparison with 
those of the similar period of last year. Many companies reported 
underwriting losses or only modest profits in comparison with a 


























generally favorable period of operations in the first half of 1950. 


There were several reasons for this unfavorable showing. 
Underwriting results were influenced adversely by belated claims 
arising from the windstorm which swept the Northeastern section 
of the country last November. Although a good portion of the 
claims arising from this storm were processed before the end of 
1950 and reserves provided for additional losses, the damage was 
so extensive that claims continued to be received through the first 
half of 1951. In addition automobile physical damage risks written 
by the fire companies were less profitable than a year earlier due 
to the influence of rising amounts of awards. 


Thus, even though the general fire lines continued to be highly 
profitable, these unfavorable factors depressed underwriting earn- 
ings. 

There was also the fact that many of the fire insurance com- 
panies have casualty subsidiaries. Casualty insurance has experi- 
enced particularly unfavorable results, primarily as a result of the 
increasing losses on automobile bodily injury and property dam- 
age insurance lines. The sharp rise in costs since the Korean war 
has had an unfavorable effect upon earnings and many of the 
casualty companies have reported substantial underwriting losses. 


Where such operations have been consolidated with those of 
the parent fire company, the results have shown an even more un- 
favorable comparison with those of the previous year. 


Investment results of both the fire and casualty insurance 
companies were more favorable for the first half. Increased pre- 
mium volume enlarged the available investment funds. Dividends 
for the period were higher and firmer interest rates enabled the 
companies to obtain better rates of return on their investments. 
In many cases investment income showed gains of more than 10% 
for the first half. 


As some of the unfavorable factors operating in the first six 
months were of a temporary nature it is logical to expect an im- 
provement in operating results for the final half of the year. 

In other words, the losses originating from the storm of last 
Wovember should not be a factor in the results of the last half 
of 1951. 

Although fire losses are showing some increases, higher pre- 
mium volume should help to offset this and overall results should 
continue to be profitable. 

The casualty lines are still the most difficult problem. In- 
creases in rates granted earlier this year, while substantial, were 
mot sufficient to restore the lines to a profitable basis, It is ex- 
pected that additional increases in these rates will be made by the 
end of the year. They will not. be of any immediate assistance, 
however, in reversing the unprofitable underwriting results ex- 
pected for the year. 

On the overall then, fire insurance, with some further gain 
in volume and a better showing on underwriting in the last half, 
should end the year with results which approximate those of 1950. 
Casualty lines may continue to reflect the unfavorable conditions 
which prevailed throughout the first six months of the year. 

Investment results for the full year are expected to show 
gains comparable to those reported for the first six months. 

Current indications are that some improvement in results may 
be possible next year. Unless there is a revival of inflationary 
pressures, fire losses should be well controlled. Upward adjust- 
ments in automobile liability rates indicates that these lines will 
eventually turn profitable. Then barring some catastrophic loss 
this better balance in underwriting should be reflected in improved 
operating results. 





Grehan to Be Partner 
in Moore, Leonard Co. 


PITTSBURGH, Pa.—James E. 
Crehan will become a partner in 
Moore, Leonard & Lynch, Union 
Trust Building, members of the 
Wew York and Pittsburgh Stock 
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Exchanges, on Jan. 1. Mr. Crehan 
has been associated with the firm 
for some time as manager of the 
retail sales department. 

On Dec. 31, Lambert Turner 
will retire from limited partner- 
ship in the firm. 


A. W. Morris to Admit 
Dowell as Partner 


LOS ANGELES, Calif.—Clifford 
H. Dowell will on Jan. 1 become 
a partner in A. W. Morris & Co., 
325 West Eighth Street, members 
of the New York and Los Angeles 
Stock Exchanges. He was for- 
merly with Marache Sims & Co. 


R. P. Munger & Co. 
SIOUX CITY, Iowa—R. P. Mun- 
ger has formed R. P. Munger & 
Co. with offices in the Davidson 


Building to engage in the securi- 
ties business, 
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Television Comes of Age 


ber, 1948, has been one of the 
very serious handicaps to TV’s 
growth. The commission is now, 
at long last, in the process of 
lifting this embargo. Last spring 
it announced a plan to provide 
additional broadcasting channels 
for TV under which more than 
2,000 new stations could be 
authorized. This would make it 
possible to blanket the nation with 
telecast service. 


The plan has not yet been 
placed in operation but the com- 
mission expects it will be in Feb- 
ruary. The FCC has said that 80 
new stations will probably be 
authorized by July 1, and the NPA 
has assured telecast equipment 
makers that they will be allowed 
scarce materials for new station 
construction. For the longer run, 
the FCC Chairman has predicted 
that 1,500 stations may be tele- 
casting within five years, and 
2,500 within 10 years. 

Until recently it was believed 
that only comparatively densely 
populated areas could support a 
station because of the high cost of 
telecasting equipment. Stations 
now on the air have cost $300,000 
or more. However, technical prog- 
ress recently achieved promises 
that costs for stations of moderate 
power will be gotten down to as 
little as $25,000 to $50,000. A cost 
that low will mean that com- 
munities with a population of only 
5,000 to 10,000 persons will be 
able to have their own stations. 


All told there are at least 26 
million homes still without TV, 
almost half of which are in areas 
now served with telecasts. With 
a virgin market of that dimension 
I don’t think a product having the 
proved appeal of television can 
have anything but the brightest 
kind of a future before it. A very 
substantial business is also going 
to be done in replacing the out- 
moded small screen sets which 
were sold in 1947, 1948 and 1949. 
It is also a foregone conclusion 
that most houses ultimately will 
have more than one TV receiver, 
just as they now have more than 
one radio. There is already a 
marked trend in that direction. 


Incidentally, a recent survey our 
marketing department conducted 
showed that there is still a great 
deal of misunderstanding about 
the relationship of screen size to 
room size. You may recall that 
in TV’s early days, it was said 
that the viewer should be one foot 
away from the screen for each 
inch of screen size. For example, 
the ideal viewing distance with 
a 10-inch screen was supposed to 
be 10 feet. The tremendous im- 
provement made in picture qual- 
ity has completely outmoded this 
theory. A 20-inch picture of good 
quality today can be viewed at a 
range of six feet. In Admiral’s 
promotion, we are translating this 
into an easy to grasp slogan that 
any room big enough for a nine 
by twelve rug is big enough for 
a 20-inch TV set. 


A great deal has been said about 
the harmful effects TV has had 
on other industries, notably those 
in the entertainment field. Time 
is proving these assertions to be 
much exaggerated. Radio is pros- 
pering even in markets where 
television has had its greatest de- 
velopment. Publication advertis- 
ing and circulation are gaining. 
The motion picture industry has 
been reporting an improving box 
office, although the initial impact 
of TV on movie attendance was 
very noticeable. 


The situation regarding sports 
telecasting is still what you might 
call mixed. Promoters of some 
events, notably football, are afraid 
of the effects TV will have on 
their gate. In boxing, the inter- 
national boxing club has pro- 
gressed beyond that point. It is 


now trying to find out how to 
squeeze the most out of TV by 
matching paid sponsorship against 
theater TV and giving the show 
to the highest bidder. 


You know the outcome to date. 
A half-dozen receiver manufac- 
turers have joined with one non- 
industry sponsor to bring two of 
the biggest boxing events of the 
year to the home TV audience. 
This pattern is likely to be con- 
tinued. 


Basically there is a growing 
market for all types of amuse- 
ment enterprises. The American 
people are constantly gaining 
more leisure time and more in- 
come to spend on discretionary, 
high standard of living items such 
as entertainment. TV does con- 
stitute a new competitor for this 
time and income. But with a 
growing population having more 
time and more money to spend, 
I believe the only types of amuse- 
ment that won’t prosper in the 
future will be the ones which fail 
to provide something the public 
wants. 


As bankers serving all lines of 
business you are interested in 
these broader effects of TV. You 
are probably even more interested 
in TV as a new industry which 
you may serve directly. A great 
many banks already have built up 
profitable business with manufac- 
turers, distributors and dealers. 
When established banking prin- 
ciples are observed with reference 
to the ability, integrity and capi- 
tal of a borrower, there is no dif- 
ference between the quality of 
a loan to a TV distributor or 
dealer and distributors and dealers 
in older consumer durable lines. 


We all know, of course, that 
loans to some dealers and dis- 
tributors turned slow in the bad 
market of last spring and summer 
when inventories became sticky. 
One of the big problems at that 
time was the heavy inventories of 
unknown or little known brands 
with which some distributors and 
dealers had loaded themselves 
when boom conditions made it 
possible to sell almost anything. 
I don’t think that this experience 
is likely to be repeated very soon. 


In its development to date, TV 
has much for which to thank 
banking in all of its various forms. 
Neither TV nor any of the older 
consumer durable goods industries 
could exist as we know them to- 
day without consumer credit, 
which has reached its present 
high state of development within 
the lifetime of many of us here 
today. The object of all of our 
economic activity is to sell goods. 
Production is merely a first step 
toward that end. There was a 
time when bankers thought that 
their service began and ended 
with lending money. More and 
more, I believe, are coming to 
realize that they need to be sales 
minded. Loans that will help 
move goods to the ultimate con- 
sumer are no less important—and 
may be even more important— 
than loans which facilitate the 
production of goods. 

The major electric appliance 
business, of which TV is a part, 
is a very specialized business. It 
has its own peculiar characteris- 
tics, one of which is that unlike 
the necessities of daily life the 
demand for its goods must be 
created. Bankers who study the 
specialized needs of the industry 
and tailor their service according- 
ly can make an invaluable con- 
tribution. Many have done just 
that and we find that our dis- 
tributors and dealers who have 
such banking associations appre- 
ciate the help and council of their 
banks a great deal. Often they 
pay more attention to them than 
to the factories whose goods they 
sell. We know of cases where 


banks have even conducted train- 
ing programs to make better sales- 
men and better businessmen out 
of dealers and distributors. 


In touching on what banks 
might do, and what some are 
doing, I have disgressed from my 
subject. In fact, I am invading a 
field about which you know a 
great deal more than I ever will. 
So I'll get back to “TV. Comes of 
Age.” 

_ I chose that subject because the 
industry has now experienced its 
first bad time and has. come 
through exceptionally well. It is 
no longer a boom time industry, 
untested in the hot crucible of an 
extreme buyers’ market. By way 
of example, let me cite a few fig- 
ures on Admiral which I think 
are representative of the leading 
companies in the industry. After 
going through the buying vacuum 
of last spring and summer, our 
sales recovered to $18,000,000 in 
October. Our consolidated inven- 
tories of raw materials, work in 
process and finished goods were 
down to $13,000,000 by the end of 
October compared with $24,500,~- 
000 at the peak. Receivables on 
Oct. 30 represented approximately 
one month’s sales. Throughout the 
spring and summer market break 
we did not have to do any bor- 
rowing. We were not alone in 
being able to meet TV’s first bout 
with adversity so favorably, which 
I think you will agree is solid 


evidence of the industry’s basic 
strength. 


Looking ahead, the industry has 
a tremendous virgin market anda 
very large repeat market for a 
product that in four short years 
has come to be a necessity in one- 
third of the homes of the nation, 


Perhaps even more significant 
than the fact that TV has become 
a multi-billion dollar industry it- 
self is its potential as a builder for 
all business. As the most advanced 
medium of mass communication 
yet developed it is already proven 
to be the greatest tool for mass 
marketing that American business 
has ever had. Its influence ex- 
tends far beyond its direct selling 
power as an advertising medium, 
Over the years it wil] importantly 
influence the tastes and living 
standards of the American people 
just as motion pictures did. What 
people will see in products and 
styles on their TV screens they 
will quickly demand in their daily 
living. This is highly significant 
to our whole economy. The Amer- 
ican principle of raising the stand- 
ard of living by providing more 
goods for more people depends on 
the economics of mechanized mass 
production which in turn depends 
on mass selling. 


_Gentlemen, I have attempted to 
give you a round-up on the status 
of TV. To summarize in a sen- 
tence, it’s big and it will become 
much bigger. It will materially 
affect the lives and the business of 
all of us—and, I might add, for 
the better. 


Hunter Securities Corp. 
Formed in N. Y. City 


Hunter Securities Corp. has been 
formed with offices at 52 Broad- 
way as successor to Hunter & Co, 
The new firm will act as under. 
writers, distributors and dealers 
in over-the-counter securities, 

Officers are Wellington Hunter, 
President and manager of the 
trading department; Henry cS 
Burt, Vice-President; John De 
Castanos, Secretary and Treasurer, 
Frank McCall is associated with 
the firm in the trading depart- 
ment and Kennedy Boardman in 
the Mutual Fund Department. 

Mr. Hunter has been active in 
the investment business under the 
name of Hunter & Co. since 1940, 
Mr. Burt has been associated with 
him for the past three years. 
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Some individual products and 
some geographical areas will con- 
tinue to: experience receding 
prices, temporarily at least. 


Generally speaking, both prices 
and business activity reached a 
postwar high in the United States 
in late summer 1948. Then came 
a year to 15 months of gradual de- 
cline in prices and slowing down 
in business activity. For example, 
wholesale prices declined 11% 
from August 1948 to January 1950, 
prices received by farmers de- 
clined 22% from January 1948 to 
December 1949, and the index of 
industrial production declined 18% 
from October 1948 to July 1949. 
However, by June 1950, just pre- 
ceding the outbreak of the Korean 
war, wholesale prices had re- 
covered half of this decline, farm 
prices nearly half of the decline, 
and industrial production all of 
the decline. 






Price Increases Since Korean 
Incident 


We have experienced two short, 
but rather violent periods of price 
increase in the United States since 
the Korean incident in June 1950. 
The first came in July and August 
1950, immediately following our 
entry into the Korean Peninsula. 
This resulted primarily from an 
unwarranted wave of scare buying 
and inventory accumulation. 
Everyone recalled that consumers 
goods became scarce following 
Pearl Harbor, and most of us 
resolved “not to get caught this 
time.” As a consequence wholesale 
prices, farm prices, and the con- 
sumers price index were pushed 
up substantially without any gen- 
uine increase in the real inflation- 
ary forces under the economy. 
When this initial wave of buying 
subsided, and consumers goods be- 
came generally available again, 
prices leveled off. With the entry 
of the Chinese Communists into 
the war in December of 1950, an- 
other wave of scare buying and 
inventory accumulation ensued. 
Prices rose again. Labor leaders 
seized on rising prices as justifi- 
cation for increased wage de- 
mands, and not without success. 
However, there had still been very 
little increase in the real infla- 
tionary forces under the economy. 
Once again the tremendous pro- 
ductive capacity of our country 
filled our shelves and warehouses 
with ample goods of nearly all 
kinds, and the wave of buying 
subsided. Following last February 
most prices held their own, or 
even declined until a couple of 
months ago. Wholesale prices 
dropped 10 points, or about 4%, 
to last September. In the same in- 
terval prices received by farmers 
dropped 22 points, or 7%. Even 
the consumers price index virtu- 
ally held its own all summer, and 
resumed its slow rise a month ago. 


Adjustment to Semi-War 
Economy 


The average American is pretty 
well psychologically adjusted to 
living in a semi-war economy. 
™ ‘Twice in the last 18 months he has 
been prematurely stampeded into 
an unnecessary buying spree. It is 
doubtful if anything short of a 
total declaration of war will do 
this to him again. Evidently the 
warlike incidents occurring in 
Iran, Suez, and behind the Iron 
Curtain have little if any effect on 
his current spending practices. 
Total personal income in the 
United States has increased stead- 
ily since Korea except for a short 
period at the beginning of 1951. 
It has increased by some $10 bil- 
lion annually since January, 1951. 
The disposable personal income 
has likewise increased by about 
$9 billion since the start of 1951. 
However, the personal net savings 
of individuals is currently running 
at the highest level since the close 
of World War II. For the third 
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Economic Possibilities in 52 


quarter of 1951 individ were 


saving at the annual rate of $21.7 


billion, or almost 10% of their 


disposable personal income. This 


is roughly the same rate of sav- 
ings as in the second quarter of 
1951. By way of contrast, in the 
first quarter savings were at the 
annual rate of $9.3 billion, or 4.3% 
of disposable income. In the third 
quarter of 1950, immediately fol- 
lowing Korea, the annual rate of 


saving was only $4.6 billion, or 


2.2% of disposable income. 


The rate of saving during the 
past six months is abnormally 
high for peacetime conditions. 
During the war years, when con- 
sumers could not spend money for 
automobiles, gasoline, clothing, 
housing, and a host of other items, 
the annual rate of saving got as 
high as $35 billion in 1944, repre- 
senting 24% of disposable income. 
In those days saving was forced, 
because goods were not available 
for purchase. The situation is dif- 
ferent now. During the past six 
months many consumers goods, 
including household appliances, 
both new and used automobiles, 
clothing, and a host of goods have 
been begging for purchasers. The 
market was free. In spite of that, 
consumers saved at an unprece- 
dented rate. This exerted a very 
restraining influence upon the up- 
ward pressure of prices. 


If this marked tendency for 
consumers to save a large share 
of personal income continues 
through 1952, as it now appears 
likely to do, it will have a con- 
servative influence upon upward 
price pressures. 


Productive Capacity vs. Inflation 


One of the greatest restraining 
factors in the inflationary picture 
is the tremendous productive ca- 
pacity in America. We have 
roughly one-third of the world’s 
productive capacity within our 
borders, and we are increasing it 
rapidly. The index of industrial 
production has held around 220 
(1935-39—100) this year, com- 
pared with a 1950 monthly aver- 
age of 200, and only slightly un- 
der the World War II peak which 
we attained by eliminating or re- 
ducing many services and service 
connected industries. However, we 
have held this index around 220 in 
1951 with practically no cut-back 
in the amount of manpower de- 
voted to our service trades and 
non-industrial pursuits. Thus it 
has been possible to absorb a sub- 
stantial share of our military pro- 
duction out of increased total out- 
put of the economy. In 1950 we 
were spending about $18 billion 
annually for the military, which 
represented approximately 7% of 
a gross national production of 
$250 billion. In late 1951 we 
were spending for the military 
at the approximate rate of $40 
billion annually, which repre- 
sented approximately 11% of a 
gross national production of $325 
billion. The level of expenditures 
for the military in 1952 is vari- 
ously estimated at $45 to $65 bil- 
lion. If we assume an actual ex- 
penditure for the military of $55 
billion in 1952, that will represent 
approximately 16% of an esti- 
mated gross national product of 
$350 billion. That will be an in- 
crease of 4% over 1951 in the 
amount of the national product 
devoted to the military. This 
amount of increased production is 


easily within the realm of prob- 
ability of attainment, just through 
the natural increase in the size of 
the working force, continued ap- 
plication of technology, and a 
little additional overtime work 
here and there if conditions war- 
rant. This is not to infer that par- 
ticular shortages of critical ma- 


terials will not develop, and that 
rather severe upward price pres- 
sures will not be felt in those 
areas. But it does seem logical to 
conclude that, in the aggregate, 
we should be about able to absorb 
the increased military production 
and take it in our stride. By 1953, 
when military production hits its 
contemplated peak and begins to 
level off, we should be able to 
live without inflationary pressures 
from this source while still divert- 
ing some $50 billion annually to 
the military, if it should be neces- 
sary to do so after that date. 


Two additional inflationary fac- 
tors to be reckoned with are the 
prospect of a continuing Federal 
deficit, and the constant increase 
of union wage rates which outrun 
the productivity of labor, 


With respect to the first, ex- 
perience teaches that in a period 
of full employment and active 
business, with moderately rising 
prices, Federal budget makers 
tend to underestimate the amount 
of Federal tax receipts. Likewise, 
it is difficult to build up govern- 
mental spending machinery as 
rapidly as apparently was antici- 
pated under the various defense 
appropriations, under conditions 
short of total war. It is therefore 
probable that the Federal deficit 
in fiscal year 1952 will not be as 
great as contemplated earlier. In- 
deed, it will probably be held un- 
der $5 billion. While most of such 
a deficit would probably be fi- 
nanced through the banks, and 
would, therefore, in itself be in- 
flationary, a deficit of $5 billion 
would be less than 1.5% of the 
contemplated gross national prod- 
uct in 1952, and would exert only 
modest upward pressure on the 
price level. 


Turning to probable wage in- 
creases, prospects are not good for 
union leaders to exercise restraint 
in their demands. On many occa- 
sions in the past decade new wage 
contracts have been negotiated 
which pushed wage rates up faster 
than output per worker increased. 
In almost every such instance, 
added wage costs were incorpo- 
rated into selling prices, and con- 
tributed to inflation. To expect 
the demands of labor leaders in 
the year ahead to be more mod- 
erate is to be more naive than the 
situation justifies. Their demands 
for higher and ever higher wage 
rates will be offset partly, but not 
completely, by the constant efforts 
of management, engineers, and 
scientists to increase total produc- 
tion per worker. But this group 
will continue to fight a losing bat- 
tle in their effort to keep up with 
advancing wage rates. This proc- 
ess is inherently inflationary, but 
not alarmingly so in the year 
ahead. 


Summary 

(1) Commodity prices will ex- 
perience upward pressure through 
1952 and into 1953. 

(2) The general price level will 
not increase as much in 1952 as it 
did in the first year of the Korean 
war. 

(3) There is at the present time 
very little if any public fright 
about the dollar, and there is no 
imminent flight from the dollar 
in prospect now. 

(4) By late 1952, when we hit 
our stride in military production, 
it should be possible to absorb the 
major part of our military produc- 
tion from increased total national 
production, and go on from there 
with decreased inflationary pres- 
sure, barring total war. 

(5) The standard of living in 
the United States may level off, 
on the average, during 1952 be- 
cause of increased military pro- 
duction. However, by 1953, it 
should be possible for us to resume 
the long time upward trend in 
standard of living, due to the tre- 
mendous productive capacity we 


have in America. 


Continued from page 14 
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News About Banks and Bankers | 


es of Central-Penn. This will 
swell to ten the number of of- 
fices operated by Central-Penn. 
As of Nov. 21, total deposits of 
City National were $33,000,000. 
Central-Penn’s, as of the same 
date, were in excess of $137,000,000. 
Combined deposits will now ex- 
ceed $170,000,000. The capital 
structure of the combined banks 
will be approximately $17,000,000. 
Total assets of Central-Penn will 
now exceed $190,000,000. 


All the officers and personnel 
of City National will become a 
part of the Central-Penn banking 
organization. Mr. Faas will as- 
sume the post of Vice-President 
of Central-Penn. Mr. Sienkiewicz 
will be President of the consoli- 
dated banks. With the addition of 
the City National personnel, Cen- 
tral-Penn will have more than 
500 employees. In the spring of 
1950, Central-Penn acquired the 
assets of the Charter Bank of 
Philadelphia, originally the Mor- 
ris Plan Bank. This move brought 
the number of Central-Penn’s 
bank offices in the city to six. The 
Central National Bank was estab- 
lished in 1865 and in 1929 merged 
with the American Bank and 
Trust Company. A few months 
later, in 1930, Central National 
merged with the Penn National 
Bank under the present title, the 
Penn National having been estab-. 
lished in 1828 as the Bank of Penn 
Township. Another move toward 
further growth was the establish- 
ment of the new main office of 
Central-Penn at Broad and Wal- 
nut Streets in October, 1950. The 
building is now known as the 
Central-Penn Bank Building. Cen- 
tral-Penn has an unbroken divi- 
dend payment record dating back 
to Nov. 4, 1828, when the Bank 
of Penn Township paid its first 
dividend to stockholders. 


The capital of the First-Knox 
National Bank of Mount Vernon, 
Ohio, has been increased from 
$250,000 to $375,000. The addi- 
tion of $125,000 was brought about 
by a stock dividend of $50,000 and 
the sale of $75,000 of new stock. 
The enlarged capital became ef- 
fective Nov. 7. 

.. & -% 

The Lincoln National Bank of 
Chicago, Ill, has increased its 
capital, effective Nov. 7, from 
$300,000 to $400,000 by the sale 
of $100,000 of new stock. 


%* Bd ms 
As a result of a stock dividend 


of $500,000, the Second National 
Bank & Trust Co. of Saginaw, 


Mich., reports that its capital has 
been increased as of Nov. 15 from 
$2,500,000 to $3,000,000. 


The directors of the Traders 
National Bank of Kansas City, 
Meo., in furtherance of plans te 
increase the bank’s capital, voted 
on Nov. 27 to submit to the stock- 
holders at the annual meeting om 
Jan. 8 a proposal to declare a 
stock dividend of $100,000 to be 
paid by tranfer from the undi- 
vided profits account. The Kansa» 
City “Times” of Nov. 28, from 
which this is learned, likewise 
said: 

“It also was voted to: 

“Reduce the par value from 
$62.50 to $25 a share, which would 
mean a split of 24% shares for one. 


“Sell $100,000 of new capitak 
stock at $33 a share, which would 
provide a premium of $32,000. To 
this would be added $8,000 trans- 
ferred from undivided profits into 
surplus, making a total of $40,000. 

“Increase surplus from the pres= 
ent $365,000 to $405,000, leav 
the undivided profits account a 
$245,000. 


“Increase capital from $600,000 
to $800,000. 


“The steps outlined would in- 
crease the total capitalization ac— 
counts to $1,450,000.” 


A semi-annual cash dividend of 
$1.56%4 at the regular 5% rate wap 
declared by the directors om 
Nov. 27. 


se ws te 


Credit Suisse (Canada) Limited 
has announced the election of 
L. M. Bloomfield, K. C., as Presi~ 
dent and the appointment of 
Major General L. R. LaFleche, 
P. C. (C), D.S.O., to its Board of 
Directors. Mr. Bloomfield is a 
partner in the Montreal law firm 
of Phillips. Bloomfield, Vineberg 
& Goodman, and a director of 
Consolidated Theatres Ltd., St. 
Johns Textile Mills Ltd., Franco- 
Canadian Dyers Limited and other 
companies. Major General La- 
Fleche is a former Minister of 
National War Services, Canadian 
Ambassador to Greece and Cana- 
dian High Commissioner to 
Australia, 


Hubert O'Neil Others 
With Barbour, Smith 


(Special to Tue FINaNcIAL CHRONICLE) 


LOS ANGELES, Calif—Hubert 
R. O’Neil, Jr., Hugh H. Crowe and 
Loren D. Saltzman have become 
associated with Barbour, Smith 
& Company, 621 South Flower 
Street. Mr. O’Neil was formerly 
with Merrill Lynch, Pierce, Fen- 
ner & Beane and Dempsey-Tege- 
ler & Co. Mr. Crowe and Mr, 
Saltzman were with Floyd A, 
Allen & Co. 
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By OWEN ELY 











Interstate Power Company 


The company and its subsidiaries comprise an interconnected 
and integrated system serving 256 communities in the States of 
lowa, Minnesota, Wisconsin and Illinois. The principal office is 


located in Dubuque, Ia. 


The company was organized in 1925 as 


part of the Utilities Power & Light System, and was operated as 
such until 1940, at which time Ogden Corporation purchased the 
assets of the U. P. & L. It continued as part of the Ogden system 
until financial reorganization was effected in March, 1948. 


The final phase of the recap plan—distribution of escrowed 
cornmon stock to several classes of creditors or security holders 
under the old regime—was begun in April this year, and while 
some 75,000 shares still remain in escrow, doubtless the distribution 
will be cleared up within a year or so. Settlement of this problem 
and recent listing of the stock on the “Big Board” puts the com- 


pany in the ranks of independent, 


listed utilities. 


Interstate controls Interstate Power Company of Wisconsin 
and the East Dubuque Electric Company. The company and its 
subsidiaries serve more than 98,000 customers located in 256 com- 
munities, including 11,600 farms situated in the rich farming region 


of the Middle West. 


In addition to electric service the company 


supplies natural gas and steam heating at Albert Lea, Minn., man- 
ufactured gas at Clinton, Ia., and bus service at Dubuque, lIa., and 


East Dubuque, Ill. 


Principal activities in the territory served are agriculture and 
farming, including the raising of corn, wheat, oats, alfalfa, soy 
beans, poultry, cattle and hogs; dairy farming; packing, freezing, 
canning and processing operations, such as flour mills, feed mills, 
canneries, creameries, cheese factories, packing plants and frozen 
food locker plants; and the manufacture of furniture, tractors, 
cellophane, corn products, steel and wood products. 


The State of Jowa has some 


of the richest farm land in the 


country (25% of all “Grade A” land), and farm income averages 
some $10,000 per farm. Electricity is served to about 10,000 farms, 
and power is sold at. wholesale to REA’s serving another 20,000. 
Farmers use an average of about 3,720 KWH per annum, about 
double the amount of a decade ago, and the company expects farm 
usage to rise to 7,500 KWH in five years. 

The company has been engaged in a major construction pro- 
gram which has totaled nearly $32 million in the postwar period. 
The program for 1951 includes a new 11,500 KW generating unit 
for the Fox Lake plant near Sherburn, Minn., and initial work on a 
new 25,000 KW unit at Dubuque, Ia., scheduled to be in service 
by the end of 1952; also a 26-mile transmission line to bring natural 
gas to Clinton, la., where the company now operates a manufac- 
tured gas plant. This gas line will be built provided the materials 


are available. 


The financial structure of Interstate Power Company on its 
reorganized basis is 62% debt, 11% preferred stock, and 27% com- 
mon stock equity. Dividend payments on the common stock since 
reorganization have been at the rate of 60¢ per annum. The com- 
pany expects to sell about $5 million of new securities prior to 
next April and will arrange for new bank loans of about $4,300,000. 


Proceeds will be used to prepay 


present bank loans of $4,250,000 


and carry on the 1952 construction program. Consideration will be 
given to the sale of about $2 million first mortgage bonds and 
$3 million common stock. After this financing the capital struc- 


ture will probably be about 60% 


30% common stock equity. 


debt, 10% preferred stock and 


Further financing in 1953 (possibly 


$3 million bonds and $34 million stock) should increase the com- 
mon stock equity to around 33%. 


Earnings are estimated for 1951 at about 83¢ per share on the 
common stock, and at about 90¢ for 1952 (based on an estimate of 
2,425,000 shares of common stock to be outstanding at Dec. 31, 1952 
—the present amount is 2,075,000). 


The company has had no labor troubles or threatened strikes 
for many years and there have been no threats of municipal owner- 
ship in the area. The company asked for a rate increase in June and 
proceedings are almost completed. The amount of increased rev- 
enue would approximate $450,000, or about 23¢ a share. With the 
rate increase, it is estimated that Interstate will be earning about 


642% return on the investment. 


Regarding dividend payout policy, President Picard has indi- 
cated that the company expects to follow the general trend of the 
utility industry, after certain questions, such as the rate increase, 
a tax case, and a fee problem, are settled. The present dividend 
rate of 60¢ represents a 73% payout based on the estimated earn- 


ings of 83¢ for the calendar year 1951. 





Indiana Gas Offering 
Underwritten By Blyth 


Indiana Gas & Water Co., Inc., 
is offering to holders of its com- 
mon stock, rights to subscribe to 
an additional 66,000 shares of 
common stock on the basis of one 
additional share for each ten 
shares held of record Nov. 28, 
1951. The stock is priced at $21.25 
per share, with the offer expiring 
on Dec. 14, 1951. Blyth & Co., Inc., 
and associates will purchase the 
unsubscribed shares from the com- 


y. 

Proceeds from the sale will be 
used to pay, or to reimburse the 
company’s treasury for, a portion 
of $6,385,041 in construction costs 
from September, 1950, to the close 


of 1952. The balance of the cost 


of construction and acquisition of 
gas lines, and gas and water dis- 
tribution plant, property, equip- 
ment and related facilities will be 
derived from the private place- 
ment about Dec. 21, 1951, of $2,- 
000,000 of additional first mort- 
gage bonds. 


Diviaends on the common stock 
have been paid .quarterly since 
publicly distributed in 1946 and 
are at the current rate of 35 cents 
per share. 

Total operating revenues for the 
12 months ended Sept. 30, 1951, 
amounted to $9,683,725 and net in- 
come was $1,403,861, equal to $2.13 
per common share. 

The company is engaged in the 
purchase, production, distribution 
and sale of gas, primarily natural 
gas, and, to a lesser extent, in the 
supply, distribution and sale of 
water within Indiana. 
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The Steel Supply Picture 


ton and many members of the 
business community. You hear 
that requirements for structural 
stee] at present are in excess of 
200% of supply. You hear that 
overall requirements for the first 
quarter are 25% in excess of 
available production. These fig- 
ures are said to be the “screened 
requirements” of the _ various 
claimant agencies derived from 
the stated needs of individual 
steel consumers. I say to you that 
such figures as these are totally 
meaningless as measures of the 
degree of imbalance between de- 
mand and supply. If demand for 
any product exceeds supply by 
1%, immediately all requirements 
begin to expand like a balloon, 
for every steel user sees himself 
as supplying a large part of the 
market represented by that 1%. 
Let the situation reverse itself 
and that balloon bursts in a hurry. 

Make no mistake, steel is to- 
day in short supply, relative to 
present needs as they exist in the 
minds and production schedules 
of steel consumers. Also, make no 
mistake—the point of balance in 
many products is closer than may 
appear. Let us pass the peak in the 
current race to expand productive 
capacity of all American industry, 
the greatest capital goods boom in 
our history; let military expendi- 
tures expand less rapidly than 
anticipated; let the government go 
a little too far in placing limita- 
tions On various civilian indus- 
tries; let it be a little too slow in 
removing restrictions at the 
proper moment; let consumers be- 
come complacent about future 
supply of the products they de- 
sire; let any of these things 
happen and supply becomes more 
nearly adequate. The steel pro- 
duction rate could soon fall from 
its present lofty height. 

There is another element which 
may prove most important of all. 
There is considerable evidence 
that steel inventories are accu- 
mulating in many places. Some 
are in warehouses; most are in 
manutacturing plants, partly in 
the form of parts of goods-in- 
process. Most of these inventories 
are not excessive. Some are un- 
balanced. Some were built up 
during the switch from civilian to 
military production. Neverthe- 
less, we shall soon cease building 
them further. That means addi- 
tional steel will move into con- 
sumption, and we may then find 
that we will not be at such a high 
rate of actual steel usage. Ade- 
quate inventories rapidly become 
heavy inventories if the operating 
levels of steel-consuming indus- 
tries fall. 

I am not attempting to predict 
a collapse of steel demand. I am 
merely pointing out that there 
are existing factors which may 
well bring overall steel demand 
into balance with overall supply 
during the year 1952. 


That brings me to the subject 
of controls and the controversy 
regarding their continuance. 
There is no fundamental dis- 
agreement, of course, with the 
need for providing whatever steel 
is required by the military estab- 
lishment. It is conceded that 
under current conditions such dis- 
tribution must be directed by the 
government, not only to insure 
adherence to specific delivery 
schedules, but also to assure an 
equitable distribution of the de- 
fense load among producers of 
steel as well as among the various 
consumers of steel. 


There is disagreement, however, 
concerning the distribution of the 
steel that is left over after direct 
military needs have been taken 
care of. Should the Federal Gov- 
ernment control this distribution 
from Washington? Or should 
private industry, which has the 


responsibility of making the steel, 
also have the responsibility of 
distributing it equitably and ef- 
fectively? 

The inflation of priorities and 
the eventual decision by the Na- 
tional Production Authority to 
adopt the 100% control inherent 
in the Controlled Materials Plan 
was influenced not by the direct 
military needs, but by the re- 
quirements of those industries that 
were, one by One, determined by 
government to be defense sup- 
porting. In rapid _ succession, 
steel-consuming industries devel- 
oped military support for their 
entire production because a por- 
tion of their output was needed 
for direct military programs. 


There is no way to separate the 
gasoline that is used to drive the 
automobile to a picnic, the gaso- 
line used to run a farm tractor, 
or the gasoline used to drive a 
self-propelled gun. The require- 
ments for petroleum products, 
viewed in the light of the demand 
and the dismal outlook of world 
supply, surely presented some 
basis for declaring the petroleum 
program in its entirety as being 
defense supporting. Comparable 
justification was made for pro- 
grams involving’ transportation, 
farm machinery, components, and 
the expansion of production fa- 
cilities of basic industries and 
military armament. 

Thus, though even today the 
direct military procurement is less 
than 15% of the steel production, 
the requirements of those indus- 
tries termed defense supporting, I 
would estimate, total between 
60% and 70% of the production. 
That figure would be higher but 
for the fact that the adoption of 
the Controlled Materials Plan 
obviated the necessity for many 
other industries to establish them- 
selves in Washington as defense 
supporting. 

So that there may be no area 
for misunderstanding, let me say 
that I, personally, am_ strongly 
opposed, in principle, to govern- 
ment control of the production or 
distribution of anything in times 
of peace. But if this is not a 
time of peace, and I believe there 
is ample evidence that our coun- 
try is in peril, then controls over 
distribution and production to in- 
sure military preparedness are 
appropriate. If, however, the 
tempo of preparedness is not to 
be further advanced, and in- 
creased availability of steel brings 
us to a point of approximate bal- 
ance, then immediate considera- 
tion must be given to the elimi- 
nation of the present complete 
control of the production and dis- 
tribution of steel. 

For our economic survival, the 
present controls must be termi- 
nated at the earliest possible mo- 
ment; for government control is 
often wasteful, often arbitrary, 
and often subject to political 
pressure. Furthermore, govern- 
ment cannot be closely in touch 
with the hundreds of plants that 
make steel or the thousands of 
plants that consume it. Given the 
opportunity, I believe the steel 
industry is better qualified to do 
the job faster, at lower cost, more 
efficiently, and, if the experience 
of the last few months is any cri- 
terion — with considerably less 
confusion. I do not say this in 
criticism of the thousands of men 
and women in government who 
are working earnestly and dili- 
gently at this mammoth task; I 
say it because I know that cen- 
trally administered controls will 
not, and cannot, work efficiently 
in a capitalistic economy, no mat- 
ter how wise, talented and honest 
the administrators may be. The 
incalculable complexities of a 
great industry in a free economy, 
the enormous intricacies of the 
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marketing operations that make 
up the distribution of any major 
product In that ecOnomy, are 
simply beyond the power of any 
man and any planning board to 
control, short of a 100% military 
objective which discards consid- 
eration of the civilian economy. 

Whether or not you agree with 
my philosophy of controls, the 
facts of the moment are that 
under the Controlled Materials 
Plan the Federal Government is 
directing virtually all steel distri- 
bution. It is controlling the flow 
of most of the steel which goes 
from my industry to yours; and, 
as we both know only too well, it 
has turned the valve down pretty 
hard. 


However, until the regulations 
are changed, CMP is the only 
legal means we in the steel indus- 
try have to help the nation 
accomplish its “butter and guns” 
Objective. Faced as we are with | 
a national emergency, a precipi- 
tous swing from full controls to , 
the other extreme at this time 
could easily result in further 
confusion. 

Therefore, it seems to me that 
the answer to our problem ilies in 
intelligently applying ourselves to 
the development of a program 
which has as its ultimate objec- 
tive the elimination of controls, 
but which, in the meantime, per- 
mits us to devote our time and 
energies to the task of defending 
Our country and improving our 
economy. 

You may well ask what would 
be fundamental in such a pro- 
gram. In my judgment, three 
points are basic. 

First of all, it is absolutely 
essential that production be main- 
tained at its highest level and 
that production be directly re- 
lated to the needs of the entire 
economy, both military and civil- 
ian. 

Second, direct defense require- 
ments must be handled adequately 
regardless of the impact On non- 
defense requirements. 

Third, every effort must be 
made to develop complete realism 
in the amount of steel required to 
support today’s total economy. In 
other words, we must see to it 
that all inflation is eliminated 
from future stated steel require- 
ments. Let’s not make the job 
tougher than it actually is by 
exaggerating steel requirements. 

On Oct. 10, 1951, at the invita- 
tion of Mr. Charles E. Wilson, 
representatives of the iron and 
steel industry presented a report 
and recommendations On means 
of improving the Controlled Mate- 
rials Plan. All three of the points 
that I have just mentioned were 
included among the recommen- 
dations. In view of the confusion 
of the past few months, however, 
the third point—the need for real- 
ism in stated requirements—was 
highlighted as being of paramount 
importance. 

Incidentally, another facet of 
this same problem concerns the 
need for realistically keying steel 
shipments to actual scheduled 
need on the job. Up to now, 
tickets covering thousands of tons 
of steel have been cashed far in 
advance of actual needs and the 
steel temporarily placed in inven- 
tory. Such a practice unneces- 
sarily immobilizes steel which at 
the moment might better be 
shipped to others who need steel 
for immediate use. 

I am happy to be able to report 
that the National Production Au- 
thority already has adopted sev- 
eral of the recommendations in. 
the report and are currently con- 
sidering the adoption of the bal- 
ance. It is my opinion that, if 
and when these three basic points 
are incorporated in any carefully 
thought out program, then the first 
step will have been taken in set- 
ting the stages for eventual relief 
from controls. 

If the three fundamentals which 
I have just discussed are properly 
handled during the months just 
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ahead, we may then logically ex- 
pect to come reasonably soon to 
the day when we can say: “It now 
is essential to terminate government 
distribution controls, and it now 
is practical] to do so.” When this 
day comes, we shall be confronted 
with two alternatives, and only 
two: The first is to end these con- 
trols completely and decisively. 
The second is to try to abolish 
them in piecemeal fashion. I 
favor the first approach, at least 
as far as steel is concerned—com- 
plete and decisive termination. 
Our industrial system simply can- 
not function effectively in this 
manner. 

Let us not delude ourselves into 
believing that complete decontrol 
will be easy to accomplish. Many 
companies throughout American 
industry would be temporarily 
benefited by the maintenance of a 
few controls which, in effect, 
lessen for them the rigors of com- 
petition. 

These and other pressures will 
be difficult to overcome, but 
overcome they must be if we, as 
businessmen, are not to abdicate 
our long-term responsibility for 
the effective operation of free 
American industry. 


At the beginning of my address, 
I said that I would tell you what 
you can do now to make a con- 
structive contribution in the pres- 
ent situation. 


In the first place, help get in 
the scrap. Our own mills are 
operating with an extremely lim- 
ited supply of steel scrap, only 
two or three days in some cases. 
The rest of the industry is also in 
a most precarious position in this 
respect. I know that you have 
heard this appeal before, and I 
fear that its reiteration is becom- 
ing tiresome; but it is of extreme 
importance. 


In the second place, cooperate 
with controls. Understand them 
and comply with them. Give 
those in Washington who are 
administering this work prompt 
and accurate reports. Their job is 
tough enough. Don’t make it any 
more difficult. Help make con- 
trols work, for their failure can 
only result in more restrictive, 


more arbitrary and less workable 
controls. 


Thirdly, depend as little as pos- 
sible on Washington. If you can 
operate without special help, by 
all means do so, It is the willing- 
ness of businessmen to lean on 
Washington for help in emergency 
Situations which exaggerates the 
impression of stringency. I have 
been on the receiving end of 
many appeals. I know how easy 
it is for policy to be formulated 
based largely on the exceptions, 
the emergencies, the hardship 
cases, and not on the average ex- 
perience. 


Finally, and most important, 
don’t forget that controls must 
end, and end completely. Those 
in authority in the government 
have stated repeatedly that their 
aim is to remove controls as soon 
as possible. I believe them. Let’s all 
help marshal business and public 
opinion to the point where it will 
be politically expedient, when it 
is economically feasible to elimi- 
nate all government control. 


Our democratic capitalism has 
shown tremendous vitality in 
these uncertain years. It has ex- 
panded far beyond the expecta- 
tions of those who take it for 


granted. It has been better and 
stronger than even its friends 
realize. Its enemies watch in 


bewilderment and await the.col- 
lapse they confidently expected 
long ago. 

Our free enterprise system 
makes one lone demand of us. It 
requires that it be permitted to 
operate as it is meant to operate. 
This means a system of free 
prices and wages functioning 
within the moral and political 
framework of liberty under the 
law. It calls for full freedom in 
choice of work, freedom of selec- 


tion by consumers, freedom of dis- 
tribution by producers. Those are 
basic elements of our free moral 
economy. 

I have not used the word free- 
dom three times carelessly. The 
lesson of our age is that all 
freedoms are based on economic 
freedom. Economic liberty is 
only one among our several lib- 
erties, and if such a thing as 
liberty can be graded, it is neither 


the greatest, nor is it the most 
precious; yet, surely we have 
learned that those who have lost 
economic liberties have inevi- 
tably lost all the other liberties. 

Let us protect and cherish, 
then, the liberty with which all 
of our other liberties are so inti- 
mately interwoven. Let us pro- 
tect and cherish the economic 
system that made us powerful and 
great. 





The Truman Administration’s Spending Record 


Chamber of Commerce of U. 


S. reports Government under 


Truman has spent mort than one-third of total outlays of 
Nation since its beginning. Admits lower purchasing power 
of dollar has played part in outlay increase. 


President Truman has collected 
more taxes from the American 
people than all other Presidents 
combined, the Chamber of Com- 
merce of the United States re- 
ported on Nov. 23. 


His Administration has spent 
more than one-third of all the 
money ever spent by the United 
States Government, the report 
said. 

A study of Treasury figures by 
the Chamber’s Government Econ- 
omy Program shows that Federal 
receipts from July 1, 1945 through 
last Nov. 16 totalled slightly over 
$262 billion. Total Federal receipts 
from 1789 through June 30, 1945 
totalled only $254 billion. 


In its entire history, the Federal 
Government has spent $770 bil- 
lion, Or more than three quarters 
of a trillion dollars, Well over a 
third of this amount ($282 billion) 
has been spent by the present Ad- 
ministration. 


Total receipts in our entire his- 
tory have amounted to $516 bil- 
lion. The Truman Administration 
has collected 50.8% of this total. 

The Chamber noted that the 
purchasing power of the dollar 
has been declining, so that the 
$262 billion of taxes collected by 
the present Administration are not 
worth as much as the $254 billion 
collected by all the other Admin- 
istrations in history; but pointed 
out that most economists agree 


that Federal financial policies are 
a primary cause of inflation. 


Taxes and Spending 
The Chamber statement follows: 


“The Federal Government has 
taken more money from the tax- 
payers during the Truman Ad- 
ministration than during all other 
Administrations combined. On the 
same basis, one third of all the 
money ever spent by the United 
States has been spent in the past 
six years by this Administration. 

“On Tuesday, Sept. 18, of this 
year, according to an analysis of 
official Treasury figures by the 
Chamber’s Government Economy 
Program, net receipts of the Fed- 
eral Government during this Ad- 
ministration passed above the to- 
tal net receipts of all other Ad- 
ministrations from George Wash- 
ington’s through Franklin D. 
Roosevelt’s. 

“Since then, tax money has con- 
tinued to pour in so that by Nov. 
16 the present Administration was 
already $8 billion ahead of all 
others combined. 

“By Nov. 16, the total spending 
by the Federal Government since 
1789 had reached $770 billion, or 
more than three quarters of a tril- 
lion dollars. More than a third of 
the total spending in our history, 
or $282 billion, has occurred under 
the present Administration. 

“The pertinent facts are as fol- 
lows: 





162 years (1789 to June 30, 1945) 
6 years (July 1, 1945 to Nov. 16, 1951)__ 


Total (1789 to Nov. 16, 1951) 
Per cent of total in last six years 


Net Receipts Expenditures 
of Federal Govt. of Federal Govt. 
(In billions of dollars) 








his persis $254.2 $488.8 
262.6 281.8 

eninndilth $516.8 $770.6 

idhialihdoa 50.8 % 36.6 % 


SOURCE:Annual Report of the Secretary of the Treasury, 1950, and Daily 


Treasury Statements. 





“The period used for the pres- 
ent Administration begins with 
fiscal year 1946 (July 1, 1945-June 
30, 1946). Actually, President 
Roosevelt died on April 12, 1945, 
so that part of April, as well as 
May and June of 1945, technically 
belong under the present Admin- 
istration. This period is not in- 
cluded, however, since the budget 
for those months had already been 
established by the Roosevelt Ad- 
ministration. If May and June had 
been included, the present Admin- 
istration’s receipts would have 
been approximately $9 billion 
higher, and the expenditures $19 
billion higher. 


“It is recognized, of course, that 
the purchasing power represented 
by the $262.6 billion of receipts 
after July 1, 1945, is not equiva- 
lent to that of the $254.2 billion 
before that time, since the value 
of the dollar has been declining. 
There is no generally accepted 
way of determining the extent of 
this effect throughout our history. 
However, economists generally 
recognize the fact that govern- 
ment financial operations are one 
of the major causes of inflation. 

“Net receipts of the Federal 
Government consist almost en- 
tirely of tax collections and tax- 
type receipts. Of total receipts of 
$41.3 billion in 1950, for example, 
$39.9 billion consisted of internal 


revenue receipts (income and 
other direct taxes) and customs. 
The remainder included some tax- 
type payments, such as railroad 
unemployment insurance, as well 
as Panama Canal tolls, sale of 
surplus property, fines and pen- 
alties and other items.” 


Henry B. Warner 
& Co. Adds to Staff 


PHILADELPHIA, Pa. — Henry 
B. Warner & Co., members of the 
Philadelphia-Baltimore Stock Ex- 
change, 123 South Broad Street, 


announce the association with the 
firm of the following registered 
representatives: Hilda Williams 
Daggy, Charles Evans Mirick, E. 
Roy Nellius and Oliver M. Zendt. 
Mr. Zendt will represent the firm 
in Bucks, Lehigh and Montgom- 
ery Counties. 


Sullivan-Brooks Co. 
New Firm Name 


WICHITA, Kans. — The firm 
name of the Sullivan Investment 
Co., Union National Bank Build- 
ing, has been changed to Sullivan- 
Brooks Co. 





Seaboard 


There are many holders of rail- 
road stocks and many analysts of 
railroad securities who wish that 
more railroad managements would 
take to heart the example being 
set by Seaboard Air Line with 
respect to participation by stock- 
holders in the profits of the enter- 
prise. Early this week directors 
again raised the dividend rate, 
this time to $1.25 quarterly. This 
marks the third increase in the 
quarterly rate in a year and a half. 
During the first half of 1950 the 
quarterly rate was $0.50 a share. 
This was upped to $0.75 for the 
second half, with a year-end 
extra of $0.50 to bring the total 
for the year to $3. 


In the opening quarter of the 
current year the company started 
out on a regular $1 quarterly rate 
and this was maintained for three 
periods. The increased $1.25 quar- 
terly distribution to be made on 
Dec. 27 to stockholders of record 
Dec. 14 will bring the aggregate 
payments for the present year to 
$4.25. The action of the directors 
is particularly commendable when 
it is realized that increasing com- 
mon dividends is a relatively ex- 
pensive job for this particular 
road because of the indenture 
provisions of the Income bonds. 

Under the indenture of the In- 
come bonds the company must put 
into a bond purchase fund, in 
addition to the regular sinking 
fund, a dollar amount equal to 
dividends in excess of $2 a share 
on the common. A $5 dividend 
rate on the common, then, in- 
volves a purchase fund of $2,550,- 
000. Of course the company may 
present for this purpose, at cost, 
any bonds previously purchased 
for other than sinking fund pur- 
poses and held alive in the treas- 
ury. At the end of last year the 
company held $6,039,900 of such 
bonds alive in its treasury and 
purchased an additional $3,000,000 
face value at a cost of $2,748,375 
in September from a_ syndicate 
that had purchased the RFC hold- 
ings at competitive bidding. Nat- 
urally, this substantial paring of 
the Income bond issue also re- 
dounds to the eventual benefit of 
common stockholders. 


Seaboard has had a particularly 
impressive record in recent years. 
It went through a long period of 
receivership, During this period, 
when very little was being paid 
out in bond interest, there were 
adequate funds to spend on the 
property and on new equipment. 
Thus, the road entered its present 
phase in excellent physical condi- 
tion and with operating efficiency 
vastly improved. Also, the capi- 
talization was pared sharply in 
the process of reorganization and 
has been further bolstered since 
then through refunding of the 
First Mortgage bonds on a 3% 
basis and progressive reduction in 
the amount of Income bonds out- 
standing. Stock capitalization is 
quite low for a road of this size. 
There are only 150,000 shares of 
5% preferred ($100 par) and 
850,000 shares of common. 


Paring of the capital structure 
and physical rehabilitation during 
receivership are not the entire 
answer to the company’s recent 
excellent showing. There are 
plenty of roads that went through 
the same process and are still 
unable to show much, if anything, 
in the way of earning power. The 
road benefited additionally from 
the strong growth characteristics 
of the southeastern territory 
served, and from aggressive traf- 


fic solicitation and industrial de- 
velopment staffs. Its revenue 
trend has been one of the best 
in the country, and prospects in 


Air Line « 
the area traversed remain favor : 
able for the future. 

Last year the company reported * 
common share earnings, before ~ 
sinking and other reserve funds: 
of $15.79. This compared with the.» 
war-time peak of $34.52 a share ~ 
in 1942 and a ten-year average ef * 
$15.05. Gross has continued : 
ward in the current year and 
company has been able to exert > 
considerable control over operat- - 
ing costs. As a result net income 
for the ten months through Oe 
tober increased by $1,133,000. The” 
road will probably be one of the - 
few in the industry showing 1962 * 
earnings slightly higher than these * 
reported for 1950. With the pres - 
ent general business outlook the + 
1952 results could well be evem~ 
higher. 


James Imhof Joins 
Frank Knowlton & Ge... 








James R. Imhof 


(Special to Tse Financia, CHRONICLE) 


OAKLAND, Calif. — James : R.- 
Imhof has become associated with~ 
Frank Knowlton & Co., Bank of 
America Building, in their trad- 
ing department. Mr. Imhof was - 
formerly manager of the trading 
department for Waldron and Com- 
pany, and prior thereto was with 
First California Company. 


Chase Bank Appoints 


Five promotions and three new 
appointments to the official staff 
of the Chase National Bank have 
been announced. 

Promoted to Second Vice-Presi- 
dent were Daniel A. Cahalane, 
John J. Shea and Eugene C. Wyatt, 
all of the bank’s Trust Depart- 
ment: James J. Maher and Robert 
W. Scofield, both associated with - 
personnel administration. 

Albert C. Bossert, Emil R. Holls ~ 
and George C. Huneke were ap= 
pointed assistant cashiers in the - 
Trust Department. « 


Franklin Foreign Exch. 


Mgr. for Sutro Bros. Co. 

Felix A. Franklin has become - 
associated with Sutro Bros. & Cao., 
120 Broadway, New York City, 
members of the New York Stock 
Exchange, as manager of the - 
firm’s foreign exchange depart- 
ment. 
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With Hamilton Managem’t 


(Special to Tue Financia CHRONICLE) 

DENVER, Colo. — Mrs. Violet 
Holloway has joined the staff of 
Hamilton Management Corpora- 
tion, 445 Grant Street. 
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Mutual Funds 








By ROBERT R. RICH = 

















Prospectus upon request from 
your investment dealer, or from 


NATIONAL SECURITIES & 
RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. 























DIVIDEND 
SHARES 


A MUTUAL INVESTMENT FUND 


Prospectus from your 
investment dealer or 


CALVIN BULLOCK 
Established 1894 
One Wall Street New York 


— 


| Keystone | 
Gustodian Funds 
if Certificates of Participation in | 
INVESTMENT FUNDS | 
investing their capital in 


BONDS 
(Series B1-B2-B35-B4) 


: PREFERRED STOCKS 
(Series K1-K2) 


» COMMON STOCKS 
(Series S1-S2-S3-S4) 


























The Keystone Company 
SO Congress Street, Boston 9, Mass. 


Please send me prospectuses describing 
your Organization and the shares of your 
Ben Funds. 

















SEC and NASD Discuss Fate of Cashion Opinion 


The staff of the Securities and Exchange Commission and the 
members of the Investment Companies Committee of the National 
Association of Securities Dealers are currently conducting secret 
and intermittent preliminary discussions regarding the right of 
mutual fund retailers to advertise under the Cashion opinion. 

The Cashion opinion, as most readers of this column Know, is 
an interpretation of the Securities Act of 1933, which has been 
the modus operandi for mutual funds’ retail advertising since 1947 
when it was first expressed in a letter written to an investment 
company by Edward H. Cashion, then the Chief Counsel of the 
Corporate Finance Division of the SEC. 

The pith of the opinion is the open-mindedness of the dealer; 
that he is essentially advertising his business and offering general 
information to the public, and to this end his advertising and sales 
material is to contain the name of no specific security, nor is the 
dealer to have in mind any specific security until the prospect's 
preferences, circumstances and objectives are determined. 

At stake in these discussions are three basic and vital issues— 
the principle of consumer sovereignty, the right of a man to con- 
duct a lawful business in a way most economical to him provided 
it is consistent with the public good, and the obligation of the 
SEC to discharge its responsibilities under the Securities Act of 
1933. 

The principle of consumer sovereignty is right of a man to 
register by his “dollar votes” in the market place his preferences 
for a few of the multitude of goods which the producers offer him. 

This principle, one of the cornerstones of our economy, is an 
assurance that the people shall have produced for them the goods 
and services which they most want. It is the doctrine of “let the 
buyer choose.” 

It is apparent that public good will approach a maximum if 
it is given as much accurate information as possible about the 
alternative goods and services which it can buy. 

Quite closely related to this is the second issue, a man’s right 
to practice his business, within limits of the public good, in a way 
he believes most efficient. 

An important operation in business is, of course, that of giving 
information, telling the public what the business is and explaining 
what it has to offer. 

This operation, the determination of a businessman’s market 
for his wares, is vital to consumers because it gives them informa- 
tion they might not otherwise have. And, with the exception of 
untruthful information, it can be said that more consumers are 
misled because they have not enough pertinent information rather 
than because they have too much information, 

This was the laudable objective of the Cashion opinion. It 
gave interested buyers as much general information as possible 
about one legal outlet or conduit for their savings. And it was 
the fault in the principle of tombstone advertising for mutual fund 
retailers that they could not give the public the information about 
mutual funds which it needed in order to make its own fair evalu- 
ation. 

Of course, if a man’s business is held lawful by the govern- 
ment, there is implicit in this judgment the right of the business- 
man to establish contact with the public, and from this public to 
filter out those people who are interested in further information. 

It is possible for retailers to find out where their market is 
by ringing doorbells, but since mutual funds are not likely to be 
held by a majority of the population, this method can have ruinous 
selling costs. 

An alternative, and more economical way, is to advertise 
what mutual funds are generally, and let interested prospects 
either come to the brokerage office or send their name in to the 
retailer for more information. 

Because mutual fund retailers operate on a very small sales 
margin, compared with the selling costs of other industries, it is 
necessary they be allowed to determine their market with the 
utmost economy. It is this very important issue which forms the 
background of the occasional discussions now in progress between 
the SEC staff and the NASD. 

{In this problem, the responsibility of the SEC has not been 
clear even to its own Commissioners and staff, not through any 
fault of its own, but because of the complexity of the problems 
which it must face. 

Even at the time the Statement of Policy was issued, it was 
evident that the SEC, through the implicit admission of one of its 
own Commissioners, had not established a definite criterion for 
its own operation. 

Donald Cook, Vice-Chairman of the Securities and Exchange 
Commission, in an address on Aug. 29, 1950, before the Second 
Mutual Funds Conference, while discussing the Statement of Pol- 
icy, said, “And right here I want to make two points clear to you: 
one, that had the industry . not intervened . and worked 
with the Commission on a cooperative basis to find a reasonable 
and workable solution, the sanctions the Commission was consid- 
ering invoking would have had a far more drastics, far more 
restrictive effect than the new standards for the future that have 
been set up. It could have been much worse, gentlemen, 
of that I assure you.” 

This admission by an SEC Commissioner that there was both 

a “get tough” program and a “go soft” program is an admission 
of a r fps standard—that no definite criterion had been deter- 
mined. 
; The general aura of secrecy surrounding these deliberations, 
in which neither the SEC staff nor the members of the NASD 
committee will discuss, with others, even in general, the present 
problem and the progress made so far is quite paradoxical. 

Presumably, it is the contention of the NASD committee that 
a well-informed public can best benefit from mutual funds. Then 
why is it not also true than an informed mutual fund retailer can 


most benefit from open and free discussion about problems 
important to him. 
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Oklahoma Supreme Court Settles 
Stormy Prudent Man Problem 


RULING VITALLY AFFECTS OTHER STATES 


Trustees Permitted To Invest In Funds Although They Are Not 
Mentioned In Oklahoma Prudent Man Law 


By BENTON G. CAR2 


One of the most controversial 
problems in Prudent Man legis- 
lation—the power of a fiduciary 
to invest in investment company 
shares under a Prudent Man Law 
which does not specifically men- 
tion investment company shares 
as eligible for trust account in- 
vestment—was settled in favor of 
investment companies by the Su- 
rreme Court of Oklahoma in a 
Nov. 13 decision rendered “In the 
Matter of the Estate of Addie M. 
Flynn, Deceased.” 

The decision, in substance es- 
tablishes the unequivocal right of 
fiduciaries operating under Okla- 
homa’s “Prudent Man” legislation 
to purchase investment company 
shares for trust accounts, despite 
the fact that investment com- 
panies are not specifically men- 
tioned in the Oklahoma Prudent 
Man legislation. 

John Shattuck, of Vance, San- 
ders & Company, in a statement 
on this court ruling, said, “‘This 
long awaited decision is of im- 
portance to fiduciaries in Okla- 
homa and 19 other “Prudent Man 
Rule” states where the law, as 
written, does not specifically men- 
tion investment company shares 
as eligible for purchase by fidu- 
ciaries. 

“It is also expected,” he said, 
“to have an important influence 
on the thinking of. legislators in 
the 14 remaining legal list states 
where fiduciaries are obliged, with 
few exceptions, to purchase only 
the low yielding fixed income 
bearing securities appearing on a 
statutory list. And, this also ap- 
plies to the four states in which 
there is no specifically declared 
fiduciary investment law.” 

Mr. Shattuck remarked, “‘Actu- 
ally, the language of the Prudent 
Man Rule, as usually expressed, 
contemplates the use of every type 
of security, including investment 
company shares, by trustees so 
long as they conduct themselves 
faithfully and exercise a sound 
discretion in the performance of 
their duties. 

“In some 11 
partial Prudent 
law makes 
clear. 

“However,” he added, “in Okla- 
homa and 19 other Prudent Man 
states, the law is not so explicit 
and some fiduciaries there have 
been hesitant to purchase invest- 
ment company shares because of 
the existence of ancient legal pro- 
hibitions which forbid trustees to 
delegate any of their fiduciary 
duty or responsibility to others. 


Prudent Man or 
Man States, the 
this unmistakably 


“The Supreme Court of Okla- 
homa has removed the reason for 
such hesitancy on the part of 
trustees by pronouncing that the 
purchase of investment company 
shares did not constitute such an 
unwarranted delegation of fidu- 
ciary responsibility and that the 
Pruden Man Law of Oklahoma 
did not prevent trustees from in- 
vesting therein.” 


The Supreme Court opinion 
confirms the decision of The Dis- 
trict Court of Oklahoma County 
which stated in part In The Mat- 
ter of the Estate of Addie M. 
Flynn, Deceased, “The Court fur- 
ther finds that the investment by 
Trustees in shares of investment 
trusts does not constitute a dele- 
gation of authority in the sense 
that a -Trustee’s discretionary 
power cannot be delegated to 
others, and that a Trustee in de- 
termining what type of shares 
should be purchased discharges 
his-discretionary duty in the sense 
required by law, and the fact that 
a corporation, whether it be a 
business corporation or an invest- 
ment trust, is managed by persons 
other than the Trustees, does not 
constitute such an unwarranted 
delegation of authority as would 
prevent a Trustee from investing 
therein.” 

The opinion also pronounced 
the applicability of this finding to 
all trusts created before the en- 
actment of the state’s .Prudent 
Man Law so long as the trust in- 
struments did not contain any 
specific provision to the contrary. 

Mr. Shattuck said, “The decision 
by the Oklahoma Supreme Court 
climaxes a wearisome ten-year 
battle by fiduciaries to promul- 
gate legislation which would per- 
mit the use of equities and invest- 
ment company shares in trust ac- 
counts.” 

He said, “In 1940, most trustees 
and fiduciaries in all but nine 
states were obliged to limit their 
trust investments to the low yield- 
ing fixed-income securities ap- 
pearing on statutory lists, com- 
monly known as ‘legal list.’ 

“Only those few trustees,” Mr. 
Shattuck remarked, “who were 
fortunate enough to possess broad 
investment powers, explicitly set 
forth in their governing trust in- 
struments, dared to venture forth 
into more lucrative equity invest- 
ments because of the established 
right of the courts to surcharge 
trustees for any investment losses 


Continued on page 27 








Fundamental Investors, Inc. 


Manhattan Bond Fund, Inc. 


Diversified Investment Fund 


z _ Diversified Preferred Stock Fund 


Diversified Common Stock Fund 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 


48 Wall Screet 
New York 5 





New York 


HUGH W. LONG AND COMPANY 


Incorporated 


Chicago Los Angetes 





















Orvis to Admit 


Orvis Brothers & Co., 14 Wall 
Street, New York City, on Jan. 1 


‘will admit James S. Shields to 


partnership. 








EATON & HOWARD 
BALANCED FUND 


Trustees have declared a year-end 
dividen:| from investment income of 
50 cents a share, payable December 
24, 1951 to shareholders of record at 
4:00 p.m., December 10, 1951. 


7Uth Consecutive Quarterly Dividend 
4——_—+ 
EATON & HOWARD 
STOCK FUND 


Trustees have declared a year-end 


dividend from investment income of 
43 cents a share, payable December 
24, 1951 to shareholders of record at 
4:00 »p.m., December 10, 1951. 


Sist Consecutive Quarterly Dividend 


24 Federal! Street, Boston, Massachusetts 





Iwwitation... 





Write for complete, impartial 
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1940 these legal restrictions were Investment Company Act of 1940 Know Your Customers 
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fixed dollar income earned by duciaries.” 
sizable trust funds was sufficient The Syllabus of the Supreme to a radio program that appeals put every one you sell on record 
to provide life beneficiaries with Court of Oklahoma ruling enum- to me very much, It is called “Big to the effect that you are not a 
all of the necessities of life. erating the points determined by Time,” and George Price (he is miracle man, that there are no 
But, he said, higher inheritance the opinion, reads as follows: well known to many people in the such animals; that it is the over- 
taxes which reduced the size of investment business) who con- all results that count, and it is 
trust accounts, the falling yields Syllabus ducts it, stated: “Some years ago where he is going to be tem years 
of fixed income securities, and the “(1) Unless a trustor specifi- Eddie Cantor gave some advice to from now if he lives that is im- 
declining purchasing power of the cally restricts the power of his younger entertainers. He said, ‘It portant, and that these are the 
dollar changed the situation sig- trustee in investing trust funds is not so important what you say, important things to consider, you 
nificantly—so much so that the the trustee is governed by the law but what you do not say that mat- are going to have a misunder- 
exclusive use of fixed income in force at the time the invest- ters. If just one person is hurt by standing of this business right a 
seputites in trust accounts was no ment is made. something you have said then the beginning. ; 
onger sound. “(2) Under 60 O. S. 1949 Supp. your entire performance has been - 
“In 1949,” John Shattuck com- Section 161 [Editor’s Note: The a failure.’ Mr. Cantor has been os piner ok Oe mtd = 
mented, “Prudent Man legislation Oklahoma Prudent Man Law.] one of the best salesmen in the which you have sold them tha 
was in existence in 22 States and trustees not otherwise restricted entertainment field, but although qid not perform too well, a 
trustees began not only to make may invest trust funds in any his tact is certainly admirable, the every time you saw them they 
extensive use of equities in trust form of property in which an idea came to me that there is one mentioned it? Then you were 
accounts, but a number of them individual may invest his own field where it is not always pos- thrown on the defensive. You hdd 
also began to purchase shares of funds if in making such invest- sible to tell people what they like to pick out the winners and 
better known investment compa- ments the trustee exercises the to hear, unless you want them to over them but it didn’t help much. 
nies. More and more thoughtful judgment and care in the circum- get hurt. In the investment busi-. Mr. Investor wanted perfection, 
fiduciaries were beginning to stances then prevailing which ness you sometimes have to lay it: he paid you a commission, and al- 
realize that the diversification af- men of prudence, discretion and on the line, It is better to refuse though he had never accomplished 
forded by investment company intelligence exercise in the man- to do an unsound thing that may any miracles, he wanted you to 
shares made them highly desir- agement of their own funds not eventually be harmful, than to go squirm a bit because your adviée 
able as an equity investment. in regard to speculation but in along with a client’s own desires jn one or two instances was faulty. 
“It was then,” he said, “that the regard to the permanent disposi- in this respect. Stock buyers are ¢ come one had told me this 
ancient legal prohibition against tion of their funds considering not sitting in a comforable chair .ijpje thin % man ears ago 
the delegation of responsibility by the probable income as well as waiting to be entertained—they rer at I statted out =. ” pnatsine 
fiduciaries was brought to light. the probable safety of their cap- are on serious business. Their .jegman it would ‘rae saved me 
While this antiquated point of law ital. financial welfare is involved. Our any a heartache. I have had 
had nothing to do with the right (3) Record examined and held, Problem today is that most of the ).opie buy securities through me 
of trustees to purchase equities that the judgment of the District People we meet don’t know they 2. 2, agent; I may have never 
individually, it did apply directly Court authorizing the trustees to @”¢ not sitting down ata sideshow }ove heard of the stock, I just 
to —_ ep of shares a in- invest trust funds involved herein When they look at that ticker tape. bought it for them. Then two 
vestment companies inasmuch aS ‘in stocks of corporations and , i 
the managers of an investment corporate obligations and in shares aan ae an Sees 5 Veeause I didn’t tell thes ako 
company customarily exercise of jnvestment trusts, providing One of the weaknesses of the buy it. It had turned out sour 
their own best discretion in Man-. they exercise in making such in- securities business has always These are not extreme cases They 
aging the funds at their disposal. vestments the judgment and care been a lack of Customer Under- }.,,6n quite often. The fault is 
“Thus fiduciaries operating in which men of prudence, discretion %t4"ding of his own needs and ob- | 9+ altogether on the shoulders of 
States where the Prudent Man and intelligence exercise in the J©ctives. It is entirely possible to the investing public. We must 
legislation failed to mention in- management of their own affairs, be tactful. You don’t have to hurt learn how to sell fundamen- 
vestment company shares by name not in regard to speculation, but 2°ther’s pride, or his self esteem. 42), in this business. We must 
hesitated to buy them for trust in regard to the permanent dis- YU can straighten a client out 4,4 people off on the right foot. 
accounts. Some States were able position of their funds, consider- Pefore he gets hurt without be- wo nust not promise very much. 
to amend their Prudent Man laws ing the probable income as well ©°™ng stuffy, too smart, conde- 7; i. 4 hard business. Over a pe- 
to cover this contingency and as the probable safety of their scending, or irritating in any way. jiog of many years figures prove 
those States which adopted Prud- capital’ is authorized by statute.” But unless you know how to judge 4,4 only a few speculators are 
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: Se : that you are meeting everyday, d i] ithout ‘eat od 
In vestors Diversified Offers you are going to run into trouble rune ak pede sae S ecutihihe 
New Pension Plan Concept 


in arranging a true understanding ability, Many people get hurt 
VARIABLE AND FIXED INCOME COMBINED 


of what they can expect from you, . 
M : : badly when depressions come 
and you from them. Some people giong. Social Security tells. the 
don’t mind if their stocks go up story of how few = have 
or down — they want dividends enough for bare necessities after 
Innovation Is Addition of Variable Income From Mutual Others want action. Some want @ oe of Re Se 

Funds and Their Liquidation for Benefit Income -ter ance compen ; - 

long ees we growth stocks. Some to financial mortality. The figures 
just want to make some money. are very high. Some.of the most 
Others are beginners starting out * 7 : tatistici I 
in the purchase of securities. Each astute investors and sta isticians. 
of these groups, and there are have ever known, professionals in 
others. hava ta he handled tn a the business, have found the road 
different ‘jeanne “ to financial success hard, and con- 
. ' stantly demanding of their time 


A new employee pension plan actuarial basis during retirement. 
benefit concept which for the The plan is available now for the 
first time adds a fluctuating in- use of corporations, institutions, 
come to fixed-income to help pen- organizations and groups estab- 
sioners hedge against inflation and lishing employee pension-retire- 
variable costs of living was an- ment plans and facing pension 


nounced in New York Monday by fund investment problems. Start Right at the Beginning and skill. , 

Investors Diversified Services Of “Our concept, which is designed The first thing we must do is to 

Minneapolis. to provide a variable income for The best time to put a new ac- educate every account we sells 
Described as a “balanced-in- pensioners, in addition to a fixed COUnt straight is at the very be- properly, soundly — and put the 


come” program, the Investors income, introduces a revolutionary %!"ning of your business dealings record straight. I am going to fol- 
Group plan developed by Clyde put, we believe, an economically With him Don’t wait until you jow this column with a series on 
J. Moore, Vice-President in charge ‘sound practice in pension-fund h@ve gone along with his whims the different types of investors I 
of the company’s pension-plan- pjanning,” Moore explained. and hunches, and have allowed have met, on the best methods: I 
ning division, undertakes to pro- = «7, 4, economy which has been him to Help You put himself out have found to work with them, 
vide a supplementary fluctuating predominantly eitetionase for the °" ? limb, If you do this, in his and will try and pass along some 
income by investing part of pen- nest 40 10-50 years,” he peinted eyes you have been a party to the jdeas that may be helpful in this 
sion fund contributions in mutual 9.4 “it is lohibtont that a em. crime. Quite frankly, I don’t be- respect. We must know the aspira- 
fund shares and by distributing »)5\.. pension-retirement. plans lieve there is a single investor to- tions and objectives of these broad 
fluctuating benefits derived both , y h : d Pig 6 sa ‘ofle. day that would honestly expect classes of security buyers if we 
from investment income and also “#Y DeGBEG Onty agaist cella~ his own account to be perfect if are going to continually maintain 
from liquidation of shares on an Continued on page 38 he managed it without any out- an affirmative and positive rela- 


tionship between the client and 
ourselves. Once you lose control 
of an account you are both sunk. 
He has no advisor, no one who 
could assist him in carrying out.a 
successful investment program, 
and he certainly won’t do too 
good a job of it trying to run the 
boat, read the map, and hold the 
rudder all at the same time. 2 


Joins Conrad, Bruce 


(Specia: to THe Financist CHRONICLE) 


SAN FRANCISCO, Calif:—Mil- 
ton Jellins is now with Conrad, 
Bruce & Co., Russ Building. 
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Gold More Than a Commodity; 
« Jrredeemable Currency an Evil 


which promised stability in the 
purchasing power of the dollar 
during the succeeding generation, 
the dollar, in March, 1951, reached 
its lowest value, in terms of whole- 
sale prices, since the establishment 
of the Federal Reserve System. 
Under a redeemable currency, its 
walue fell in May, 1920, to 60 per 
cent of prices at wholesale in 1926 
as 100. In March, 1951, its value 
fell to 54 per cent of 1926 prices 
and to 43 per cent of the average 
of prices in 1939. In other words, 
the index of wholesale prices rose 
to a peak of 167 in 1920 under a 
redeemable currency and to a 
peak of 184 thus far in 1951 under 
an irredeemable money. 


Thus the contentions of the ad- 
vocates of our managed irredeem- 
able currency that, if freed from 
the restraints placed upon money 
managers by a redeemable cur- 
rency, they could and would give 
wus a dollar of greater stability in 
purchasing power than that to 
which we have been accustomed— 
overlooking President Roosevelt's 
unwarranted suggestion that the 
money managers could provide 
stability—have already been 
proved wrong. Still further, mon- 
etary history is replete with les- 
sons which teach that the greatest 
fluctuations in the purchasing 
power of currencies come under 
irredeemable currencies. 

These are facts that should be 
respected. 

The history of irredeemable cur- 
rency is to the effect that serious 
trouble, sometimes reaching the 
level of a major disaster, such as 
political revolution and govern- 
ment dictatorship, awaits the peo- 
ple who are so unfortunate as to 
Ihave such a currency inflicted 
upon them. 

There is nothing new, in prin- 
ciple, in the contention, charac- 
teristic of a period of irredeem- 
able currency, that gold is “just 
another commodity” and that an 
irredeemable currency is superior 
to a redeemable money. Such no- 
tions were advanced by the French 
in 1789-1790 and for a few years 
thereafter, and in this country in 
1878, for example—both periods 
of irredeemable currency. 

The contention that gold is just 
another commodity is valid only 
fn those cases in which countries 
have a thorough-going system of 
irredeemable currency—the worst 
monetary system known to man. 
In our hybrid monetary system, 
which involves a restricted inter- 
mational gold bullion standard and 
an irredeemable currency, except 
when foreign governments and 
“central banks are involved, gold 
ais not just another commodity. It 
is our best money which is used, 
when demanded, in our inter- 
mational exchanges with central 
banks and foreign governments. 


Evils of Irredeemable Currency 


To simplify procedure and to 
be as precise as possible in a lim- 
ited space regarding Mr. Wilson’s 
defense of irredeemable currency 
and his contention that gold is just 
another commodity, samples of his 
Principal contentions will be 
quoted and indicated by “W.” My 
replies are indicated by “S.” 


W: “Free convertibility of bank 
deposits and currency into gold on 
demand has only been possible 
for part of the time under modern 
conditions. It has_ generally 
broken down in times of trouble 
and its breakdowns have always 
mnade the troubles worse.” 


S: Peace has likewise been pos- 
sible for only part of the time 
wnder modern conditions. But as 
peace is better than war, so is a 
gedeemable currency better than 
@n irredeemable currency. It is 
credit that breaks down in time 


of trouble because it has been 
over-extended as against such a 
time. But gold is in no sense re- 
sponsible for that. It is from 
credit to gold that people flee 
when credit seems unsound. 
There is confusion of cause and 
effect when one blames gold for 
the consequences of man’s abuse 
of credit. 

W: “Free convertibility of cur- 
rency into gold during most of 
the 19th Century was made pos- 
sible only because of skillful man- 
agement by the British under ex- 
tremely favorable conditions of 
international peace, world trade 
and free capital movement, co- 
incident with rich new gold dis- 
coveries—conditions that no 
longer exist.” 

S: It was prevalence of gold 
standards that fostered free trade, 
free movements of capital, and 
free movement of people. _Irre- 
deemable currencies invite, go 
with, and perpetuate government 
dictatorship and obstructions to 
trade, travel, and capital invest- 
ment abroad. Human freedom and 
use of the gold standard attained 
their greatest development to- 
gether, each contributing to the 
benefits of the other. 

As to “rich new gold discov- 
eries’” of gold and the adoption of 
gold standards: Discoveries of gold 
mean nothing as against output of 
gold. The total output of gold in 
dollars at the rate of $20.67 per 
fine ounce during the 19th Cen- 
tury (1801-1900, inclusive), was 
$7,695,570,400, according to reports 
of our Mint. For the years 1901- 
1934, inclusive, the value of the 
output, at the rate of $20.67 per 
ounce, was $14,289,299,624. For 
the years 1935-1941, the value of 
the gold output, at the rate of $35 
per fine ounce, was $8,983,980,815 
—greater than the output for all 
of the 19th Century. England 
went on the gold standard while 
the output of gold was declining 
sharply and before the discoveries 
of 1848. If there is any close re- 
lationship between discoveries of 
gold or output of gold and nations 
being off or on gold standards, the 
facts do not seem to reveal it. 

W: “Gold convertibility of our 
money has not prevented wide 
fluctuations in commodity prices. 
Such fluctuations were common 
when we had gold convertibility.” 

S: Fluctuations of commodity 
prices are wider under irredeem- 
able currency than under redeem- 
able currency. We have already 
demonstrated that since 1933. 
Furthermore, it is not the fact of 
redeemability but the abuse in 
the use of credit plus all other 
forces affecting prices that cause 
fluctuations in prices. Redeem- 
ability puts a limit on credit ex- 
pansion. An _ irredeemable cur- 
rency releases or removes the 
brake on credit expansion. 


The Question of Imbalances in 
International Trade 


W: “Our real problem today is 
to correct imbalances in inter- 
national trade and capital move- 
ments. Gold convertibility within 
individual countries cannot cure 
these basic imbalances and could 
not long continue so long as these 
imbalances exist.” 


S: Gold standards are the great- 
est correctives of imbalances in 
international relations known to 
man. Irredeemable currencies ob- 
struct natural correction and 
create further maladjustments. 


W: “While gold convertibility 
might help police the politicians 
to some extent under normal con- 
ditions, it could not be counted on 
when most needed. Specie 
payments would again be _ sus- 
pended under those conditions. . . 


. redeemable currency. 
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Thus placing our faith in currency 
convertibility into gold coin as a 
means for stabilizing the economy 
of the nation would be found to 
be an illusion—a mirage—which 
would fade away when we were 
most depending upon it. Thus gold 
convertibility would expose the 
country to the far greater danger 
of wrecking the entire banking 
and credit structure through fear 
and panic. In addition to those 
people whose potential gold with- 
drawals might discipline govern- 
ment officials for extravagances, 
there would be the hoarders and 
international and domestic specu- 
lators whose demands for gold 
might generate panic reactions by 
the public. These and other 
reasons could stimulate with- 
drawals of gold at the wrong time 
and thus produce results quite 
different from those sought by 
sponsors of gold coin convertibil- 
ity.” 

S: To insist that we should not 
have redeemability because it 
might be suspended as in time of 
war, is equivalent to saying that 
we sheuld not have peace when 
we can get it because governments 
may suspend it. 

To insist that holders of prom- 
ises to pay on demand should not 
be able to collect when they de- 
sire is to take a position against 
a valuable property right. It 
means, also, that the promises to 
pay cease to be promises. It means, 
under our system, that, of our 
various kinds of dollars, the 
people shall be compelled to take 
the cheapest, while the govern- 
ment may properly keep the best 
to pay out to foreign central 
banks and governments. It means 
that the government and banks 
should be protected from meeting 
the promises which they volun- 
tarily make, while the holder of 
the promise should be denied the 
right to convert that promise 
when he chooses. 

That is a far-reaching blow at 
human freedom, the right of pri- 
vate property, and the right of a 
person to protect his property. 

People do not withdraw gold 
domestically to any great extent 
if the government and banks con- 
duct themselves properly. We 
fought World War I without sus- 
pending redeemability domestic- 
ally. Even during the runs on 
banks prior to the bank closing 
of March, 1933, very little addi- 
tional gold was demanded domes- 
tically. The heavy demands for 
gold came from foreign sources in 
January and February, 1933, when 
it was suspected that the Presi- 
dent planned to suspend gold pay- 
ments and to devalue our dollar. 
Even with that foreign with- 
drawal, our gold supply in March, 
1933, was $4,261,000,000 as com- 
pared with a gold supply of 
$4,166,000,000 in March, 1929, $4,- 
444,000,000 in March, 1926, and 
$2,859,000,000 in March, 1920. (The 
index of wholesale prices in 
March, 1933 (with 1926—100) was 
60.2. In March, 1929, it was 96.1; 
in March, 1926, it was 100.6; in 
March, 1920, it was 159.) 

The people take much abuse be- 
fore they withdraw gold to any 
great extent. But the fact that 
they can and might withdraw gold, 
if abused sufficiently, compels the 
government and banks to conduct 
themselves with much greater cir- 
cumspection than tends to be the 
case when they know they are 
free from the _ responsibilities 
placed upon them by a redeem- 
able currency. 

Advocacy of an irredeemable 
currency is advocacy of unre- 
strainable government and oppo- 
sition to the rights of the people 
to hold gold when they desire it. 


Government vs. Freedom 
of People 


That raises a basic question of 
government versus the rights and 
freedom of the people. Where 
Socialism or government dictator- 
ship exists there, also, exists ir- 
Irredeem- 


able money is the most potent 
legal weapon a dictator can use 
to control a people. Further- 
more, it invites dictatorship. 


Why should not the poor news- 
boy, seeking a start in earning an 
income be able to get a gold coin, 
which has universal acceptability, 
rather than be compelled to ac- 
cept a piece of paper or over- 
valued silver or minor coin? Why 
should he not be enabled to learn 
the difference between gold and 
less valuable currencies? Why 
should he be compelled to accept 
inferior currency while our gov- 
ernment reserves the best for 
foreign governments and central 
banks? 


“Gold Is a Payment” 


Mr. Wilson writes: “When I 
worked in the Westinghouse shops 
something over 40 years ago, I 
was paid in hard money—a $20 
gold piece and some silver coins 
for two weeks’ work.” Boys and 
others of today should have the 
same opportunity to profit 
from such an experience. Gold 
and silver money have an impor- 
tant meaning to people which 
tends to be lost if they handle 
only paper money and checks. 
Gold is not a promise to pay; it 
is payment, and it is payment in 
a commodity having the quality 
of universal acceptability. It is 
scarce and difficult to get; it is 
valuable; it is closely related to 
ornamentation; it is dug from the 
ground and is minted by the gov- 
ernment. A daughter, accustomed 
to paper money and checks, asked 
her father for a necklace priced 
at $1,000. The wise father later 
spread out $1,000 in gold for her 
to see and told her that there 
was the price of the necklace. 
Seeing the gold involved, she de- 
cided not to buy the jewelry. 
When a people lose contact with 
gold and silver, they lose their 
bearings. Our thousands, and mil- 
lions, and billions of dollars today 
are mere pieces of paper and, 
consequently, have become mean- 
ingless in high degree. The pres- 
ent young generation have not 
handled gold. They do not under- 
stand its significance. Loss of that 
understanding can have far- 
reaching and unfortunate effects 
on these people and our nation. 


And how does one defend an 
irredeemable promise to pay? 
Since honorable men do not in- 
tentionally issue such promises, 
how may their government or 
banks properly do so? And if our 
irredeemable paper money is not 
even a promise, what is it—just 
a piece of paper never to be re- 
deemed? If so, how does one de- 
fend such paper as being as good 
as a metal having universal ac- 
ceptability when the paper has 
limited acceptability? And why 
should we be compelled to take 
pieces of paper while foreign cen- 
tral banks and governments can 
get gold? And if it is wrong for 
individuals to hoard gold, why is 
it proper for our government to 
hoard it? Does this nation’s mon- 
ey belong to the people or to the 
government? Why should _ the 
govérnment take the best and 
compel the people to take the 
poorest? 

These are fundamental questions 
which must be answered unless 
one is simply to assume that an 
unrestrainable government is de- 
sirable and that people should be 
deprived of a valuable right and 
an effective means of protecting 
their property. 


Would a Redeemable Currency 
Be Harmful to U. S.? 


W: “Under present world con- 
ditions, gold coin convertibility 
established by the United States 
alone would be _ exceptionally 
harmful, because we would be 
catering not only to our domestic 
hoarders but to those of the whole 
world. Thus the whole hoarding 
demand of the world would con- 
verge upon the United States’ gold 
reserves.” 


S: People must have dollars be- 
fore they can demand gold. And, 
since Jan. 31, 1934, foreign central 
banks and governments have been 
able to convert their dollars into 
gold. The point is that with the 
institution of redeemability other 
holders of dollars could then de- 
mand gold. And why should they 
not have the same rights in this 
respect as have central banks? 
And, if all non-bank holders of 
dollars can redeem their non- 
gold dollars in gold at the statu- 
tory rate, would they wish to re- 
deem to any great extent? In the 
light of past experience and logic, 
demands for redemption would be 
small unless our government and 
banks should be engaging in 
abusive practices. Paper money 
and checks are far more con- 
venient to use than is gold. There- 
fore there would need to be a 
compelling reason for conversion 
of a convenient currency into an 
inconvenient one. But should that 
reason arise, there is no valid 
grounds On which the banks and 
government may hold the dollars 
of best quality and compel the 
people to receive the porest. 

W: “Discipline is necessary in 
these matters [of money and 
credit] but it should be the dis- 
cipline of competent and respon- 
sible men; not the automatic dis- 
cipline of a harsh and perverse 
mechanism.” 


S: Because people are fallible 
and cannot be trusted, brakes and 
automatic safety devices are pro- 
vided in practically every direc- 
tion possible. We would consider 
it most irrational to allow men to 
run a train without brakes and 
automatic controls. Considering 
the number of people involved, it 
is extremely foolish to allow fal- 
lible men to run a nation’s mone- 
tary system without any effective 
brakes on the managers. Such a 
procedure has no valid defense in 
human experience. 

Our money managers have al- 
ready demonstrated their inabil- 
ity to control the expansion of 
credit and rise of prices as well as 
they insisted they could or as well 
as was done when the brake of 
redeemability operated. Although 
management of credit has not 
been particularly good even when 
our managers were compelled to 
respect the brakes, we should be 
able to understand, without con- 
sulting the world’s experiences 
with such an undertaking, that 
our money managers have already 
failed to operate as well as was 
the case under redeemability. 
And in this fact alone we should 
be able to see the very impor- 
tant lesson involved. 


Is Productive Power Basis of 
Monetary Stability? 

W: “. .. The integrity of our 
money does not depend on do- 
mestic gold convertibility. It de- 
pends upon the great productive 
power of the American economy 
and the competence with which we 
manage our fiscal and monetary 
affairs.” 


S: All irredeemable currency is 
always issued against such vague 
things as the national wealth, the 
taxing power of the government, 
the productive power of the econ- 
omy—all of which become mean- 
ingless in so far as maintaining 
the gold value of a currency is 
concerned. It is redeemability of 
a currency into gold at a fixed 
rate that provides the integrity of 
non-gold money —nothing else. 
Our great productive power does 
not prevent the depreciation of 
our irredeemable paper dollars in 
terms of gold in foreign markets 
where gold can be bought. A 
money to be as good as gold must 
be composed of the standard 
metal, gold, or be redeemable in 
it at a fixed rate. 


Can We Have Confidence in 
Monetary Affairs Under 
Irredeemable Currency? 

It generally is useless to look 

for much competence in fiscal 
and monetary affairs when an ir- 
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redeemable currency is used. We 
are demonstrating that. 


W: “I suggest that anyone who 
is worried about the dollar con- 
centrate on the correction of those 
tendencies in our economic and 
political life. I suggest that... 
they address themselves to the 
difficult problem of the size of the 
budget, whether in deficit or sur- 
plus or balance.” 


S: That is a recommendation 
that we engage in a futile under- 
taking, as our experience since 
1933 should have demonstrated 
very clearly by this time. So long 
as a government has the freedom 
given it by an irredeemable cur- 
rency it can spend and run deficits 
as long as it is in power. The peo- 
ple are helpless in the face of 
such a situation. 


W: “Gold has a useful purpose 
to serve, chiefly as a medium for 
balancing international accounts 
among nations and as a guide to 
necessary disciplines in interna- 
tional trade and finance. It has no 
useful purpose to serve in the 
pockets or hoards of the people. 
To expose our gold reserves to 
the drains of speculative and 
hoarding demands at home and 
abroad strikes me as both unwise 
and improvident.” 


S: There is no valid reason why 
gold should be used as a neces- 
sary discipline in international 
trade but not at home. The useful 
purposes it serves at home are as 
a good standard of value, as a fine 
storehouse cf value, as a good 
standard for deferred payments, 
as a good reserve against con- 
venient substitutes, as an ultimate 
settler of balances, as a valuable 
property right, as a means of pro- 
tecting one’s savings, as a means 
of holding the central government 
and central banking system in 
check, as a means of preventing 
government dictatorship. 

There would appear to be no 
defensible reason why people 
should not hoard gold or anything 
else if they choose. It is their prop- 
erty, They have a right to keep 
and to protect it. But to insist 
that the banks should have the au- 
thority to withhold gold paid into 
them when presented with prom- 
ises to pay on demand in the form 
of the substitutes issued by the 
Treasury and banks in exchange 
for the gold is to contend that 
privilege without corresponding 
responsibility has a valid defense. 


Ww: “. .. I believe most of the 
world as well as our country has 
outgrown the desirability or ne- 
cessity for the free convertibility 
of their currencies into gold.” 


S: A look at what has happened 
to the value of irredeemable cur- 
rencies should make clear the con- 
sequences of believing that re- 
deemability is no longer desirable 
or necessary. 


W: “Gold, in addition to its 
value in the arts and in industry, 
is only valuable to the extent that 
it can be used in commerce or 
traded to others for these funda- 
mental commodities that are so 
necessary both in peace and war.” 


S: When by statute we specified 
that an ounce of fine gold should 
be coined into 35 dollars we made 
an ounce uf gold equal to 35 gold 
dollars. What those dollars will 
buy is another consideration. 
What non-gold dollars will buy, 
of gold or anything else, is still 
another consideration. It is neces- 
sary that the various meanings of 
the value of gold not be confused. 

W: “Gold still has a speculative 
value because it has been con- 
sidered to be valuable by so many 
millions of people... .” 

S: There is nothing specula- 
tive about an ounce of gold being 
worth 35 gold dollars. There is 
nothing speculative about 35 non- 
gold dollars being worth 35 gold 
dollars, or an ounce of gold, 
when the currency is redeemable 
at the statutory rate. The price of 
gold becomes speculative only 


under irredeemable currencies. 
Its value, in the sense of its pur- 


chasing power, is simply the ques- 
tion of prices as measured in 
terms of some gold unit. 


W: “[Some cogitation in 1932] 
clearly indicated to me that gold 
was more important as a medium 
of exchange than it was in itself 
and that real values could only be 
maintained by maintaining pro- 
duction of those things that the 
people needed in their daily liv- 
ing.” 

S: Gold is wealth used both in 
industry and as money. Its value, 
in the various senses in which 
value may properly be applied to 
it, is as real as the value of any 
other scarce commodity or serv- 
ice. Gold is superior to practically 
all other valuable things because 
it is the most universally-market- 
able commodity known to man. 


W: “While they [our dollars] 
no longer give the owners a call 
on so much gold, they do give a 
call on material, products and 
services at the market.” 


S: Any currency, regardless of 
how depreciated it may be, con- 
stitutes such a call. 


W: “The only advantage the 
owners of dollars would have if 
dollars were freely convertible 
into gold would be in case they 
wished to spend their money 
abroad or in case they wanted to 
hoard it, having no confidence in 
currency and expecting the value 
of currency to depreciate in terms 
of gold.” 


S: The advantages would be 
that all our dollars would be of 
equal value, domestically and in- 
ternationally; there would be no 
discrimination against our people 
and in favor of foreign govern- 
ments and central banks; the re- 
turn of other nations to redeem- 
able currencies should be made 
easier; power to control the pub- 
lic purse would be returned to the 
people where it belongs; the fear 
of the power of the people under a 
redeemable currency should cause 
Congress to end its profligate 
waste of the people’s national 
patrimony; the people would be 
able to block government dicta- 
torship; private enterprise in for- 
eign trade, investment, and travel 
should receive a new lease on life; 
honesty in respect to the redemp- 
tion of promises to pay would be 
restored to the Treasury and Fed- 
eral Reserve banks; a valuable 
and fundamerital property right 
would be returned to the people; 
savings would be provided a bet- 
ter protection; people could make 
plans with greater assurance as to 
the future; there should be a re- 
vival of confidence and greater 
incentive for more saving, more 
investment, more production, more 
trade, more and safer prosperity; 
restoration of a redeemable cur- 
rency should free our people from 
the prospects of the great trouble 
or disaster inherent in an irre- 
deemable currency, but it would 
not, and could not, insure the peo- 
ple against sharp ups and downs 
in productive activity and prices 
since no monetary system can do 
that: our people would once more 
have an honest currency and the 
benefits of standards of honesty 
among officials in respect to the 
people’s money. 

If the currency were redeem- 
able, it could not depreciate in 
terms of gold and there would be 
no basis for such expectation. The 
desire to hoard gold and the ex- 
pectation of the depreciation of 
non-gold currency in terms of 
gold are characteristics of people’s 
reactions under an irredeemable 
currency. It is assurance of re- 
demption at the statutory rate 
that ends hoarding. 


The Fear of Hoarding 


The fears of hoarding gold and 
the desires to hold gold which 
prevail under an _ irredeemable 
currency should not be confused 
with the converse situation which 
prevails under a redeemable cur- 
rency. 


In 1878, as today, many men 
feared hoarding of gold and there- 


fore opposed resumption of re- 
demption. A banker offered $50,- 
000 to be first in line when re- 
demption was instituted, Jan. 2, 
1879. On that day some $400,000 
of gold were turned in for paper 
money or bank deposits; approxi- 
mately $135,000 of paper money 
were turned in for gold. The 
banker’s $50,000 offer disappeared. 
The year 1879 saw a continuation 
of those tendencies. Business re- 
covered. The Treasury staff could 
not keep up with demands for its 
bonds. The Treasury refunded 
maturing debt at lower rates of 
interest. Gold flowed in from 
abroad. That has been our com- 
mon experience with resumption 
of redemption. 


W: “I am sure that the country 
will be very much better off if 
we adopt sound policies in regard 
to our credit and confidence 
money in order to avoid both in- 
flation and deflation rather than 
depending on free convertibility 
of our currency into gold to ac- 
complish this objective.” 


S: A government cannot be 
compelled to adopt sound fiscal 
and monetary policies so long as it 
has the freedom and unrestrain- 
able power given it by an ir- 
redeemable currency. Our experi- 
ences since 1933 alone should 
make that clear. 


Gold and Stabilized Purchasing 
Power 


W: “This history of money 
throughout the world shows clear- 
ly that to rely upon gold for 
stabilizing the purchasing power 
of money is a vain hope.” 


S: This is a misstatement of the 
issue. No monetary’ standard 
known to man can stabilize the 
purchasing power of money. A 
basic function of a good monetary 
standard is to measure, not to 
control, changes in prices. On the 
standard money rests paper 
money, subsidiary coin, and credit. 
All these plus all factors affecting 
prices determine prices. Even 
with a redeemable currency, 
credit needs to be managed. If a 
currency is redeemable and if all 
credit is self-liquidating, then the 
purchasing power, in the form of 
money and credit, is largely a 
passive factor—a good medium of 
exchange. But when a currency 
becomes irredeemable and depre- 
ciates sharply because of its in- 
herent weakness, it becomes not 
just a passive medium of ex- 
change but a potent causal factor 
affecting prices. 


W: “I would recommend putting 
our confidence in these two ideas 
{[“By the industry of the people 
the state flourishes” and “In God 
We Trust’] as a means of main- 
taining a sound value for our cur- 
rency rather than its convertibil- 
ity into gold.” 

S: Those are the common se- 
curity of the crudest irredeemable 
currencies. We have such security 
now and our dollar has a pur- 
chasing power, in terms of whole- 
sale prices, of 43 cents, as of Nov. 
13, 1951, as compared with its 
average purchasing power in 1939. 
Our non-gold dollars in private 
hands are selling at a discount in 
gold markets abroad. The fact is 
that people prefer gold to the 
“security” of the type recom- 
mended by Mr. Wilson. 


Ww: “. . . Gold should be con- 
sidered for what it really is, 
namely, just another commodity.” 


S: Gold is just another com- 
modity only when a country is on 
a thoroughgoing irredeemable 
currency basis—the cheapest and 
worst currency known to man. 


Even under our system of ir- 
redeemable currency, gold is 
money in our dealings with for- 
eign governments and central 
banks. 


W: “The worid has long since 
passed the point where the per- 
sonal privilege to hoard gold can 


be justified as one of the main 
objectives of life.” 


S: It may be doubted that any- 
one but a most abnormal type of 
miser would regard gold hoarding 


as “one of the main objectives of 
life.” 


There never has been a per- 
manent suspension of specie pay- 
ments in any nation in the world, 
and for good reason — paper is 
paper and gold is gold. England 
once ran on irredeemable cur- 
rency for 24 years. We suspended 
for 17 years, 1861-1878. We are 
now in our 18th year of our pres- 
ent suspension. Countries are 
compelled to resume in due 
course; otherwise the currencies 
sink to extremely low values. 
That is the story which is unfold- 
ing today in most countries of the 
world. 


Conclusion 


When a people find themselves 
caught in the trap of irredeemable 
currency, they tend to. adjust 
themselves to it. The fears which 
they properly sense as to the great 
desire to get gold if possible, be- 
cause of distrust of a depreciating 
paper money, cause them to fear 
redemption. They cannot make 
the jump in their minds and emo- 
tions from the psychology under 
irredeemable currency to the dif- 
ferent psychology which prevails 
under redeemability. As a conse- 
quence, the great mass of people 
become advocates and defenders 
of irredeemable currency. And that 
generally includes the majority 
who are regarded as _ business, 
social, and professional leaders. 
Apparently there never has been 
a movement by the mass of people 
or by the majority of business 
leaders toward a redeemable cur- 
rency. Our experiences of 1878 
are paralleled today. The mass of 
people, apparently the majority of 
business leaders, the press, the 
banks, and so on, are, as in 1878, 
fearful of redemption. Currency 
reform comes from statesmanship. 
Statesmen must act despite the 
people’s fears. That was the great 
task which John Sherman per- 
formed for this nation, 1874-1879. 


Nothing of importance is being 
said today in defense of irredeem- 
able currency that was not said 
in 1878 in so far as this author has 
been able to observe. We have a 
central*banking system which did 
not exist then, and that fact in- 
spires sufficient confidence in 
some people to cause them to ad- 
vocate irredeemable currency on 
the ground that the Federal Re- 
serve authorities can now manage 
it with success. But the record of 
the Reserve authorities already 
proves that such is not the case. 
And the experiences of other cen- 
tral banks, under irredeemable 
currencies, teach the same lesson. 


Our people today, unlike those 
of 1874-1879, do not have a John 
Sherman to rescue and to protect 
them, and, unless one appears, we 
probably shall experience serious 
trouble. 

There also appears to be a 
widespread notion in this country 
that under an irredeemable cur- 
rency we are less likely to have a 
severe business recession than 
otherwise would or might be the 
case. All who believe that might 
do well to consider the fact that 
the maladjustments generated un- 
der Greenbackism culminated in 
the longest period of business con- 
traction in our history — 65 
months, 1873-1878, as compared 
with 45 months, 1929-1933. Our 
currency can depreciate badly and 
injure us severely; or our eco- 
nomic relationships can become so 
greatly distorted that we may find 
ourselves engulfed in a severe 
business depression as in 1873- 
1878. 

A redeemable currency is like 
good rails on a railroad. They can- 
not prevent wrecks if the per- 
sonnel is irresponsible, but they 
will not cause wrecks. Defective 
rails can cause wrecks regardless 
of how responsible the personnel 
may be. So it is with redeemable 
versus irredeemable currencies. A 
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redeemable money never caused a 
wreck. The story of irredeemable 
currencies, on the other hand, is 
that of a series of catastrophes in 
which the basic causal factor was 
the irredeemability of the curs 
rency. . 


Hycon Mfg. Co. Stock 
Offered at $1 a Share 


Gearhart, Kinnard & Otis, Ine. 
and White and Company are of- 
fering 290,000 shares of common 
stock of Hycon Manufacturing Co, 
at a price of $1 per share. 

Proceeds of the offering will 
be used by the company as work- 
ing capital to handle its existing 
backlog of government contracts 
and such additional contracts ag 
are obtained from time to time. 

The corporation has acquired 
all the assets of Hycon Mfg. Co., 
a California corporation, which 
was organized in 1946 and manu- 
factured aircraft parts and acces- 
sories until June 1948 when the 
present management assumed 
control. The company then began 
a program of design and manu- 
facture of electronic and radar 
equipment, guided missile com- 
ponents, aerial photographic 
equipment, and ordnance products, 
A number of products developed 
by the company since July 1, 1948 
are considered to have valuable 
proprietary patent rights. 

The backlog of orders and letter 
awards held by the California 
company at present exceeds $10,- 
000,000, of which approximately 
$6,000,000 represents the come- 
pany’s half interest in an ordnance 
manufacturing program held 
weg with Oedekerk & Ludwig, 

ne. 

Sales of the California corpo- 
ration for 1950 were $1,411,739 
and net profit after taxes was 
$103,279 compared with sales of 
$404,428 and net profit of $11,587 
for 1949. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

Transfer of the Exchange mem- 
bership of Eugene F. Canavan to 
Alfred J. Nobel will be considered 
by the Exchange on Dec. 6. 


Transfer of the membership of 
the late George A. Seligmann to 


Louis Gross will be considered 
on Dec, 13. 


Transfer of the membership of 
Benjamin H. Brinton to Richard 
S. Barnes will be considered by 
the Exchange on Dec. 13. 


Transfer of the membership of 
the late James A. K. Marshall to 
Rowland H. George will be con- 
sidered Dec. 13. 


Frances Weeks Ryan retired 
from partnership in Luke, Banks 
& Weeks Nov. 30. 






With Dempsey-Tegeler 

(Special to Tue FINANCIAL CHRONICLE) 

LOS ANGELES, Calif. — Ken- 
neth O. Barsamian has become af- 
filiated with Dempsey-Tegeler & 
Co., 210 West Seventh Street. He 


bs formerly with Lester Ryons & 
oO. 


Curtis Lipton Adds 


(Special to Tue Frnanciat CHRONICLE) 
LOS ANGELES, Calif.—Harlan 
N. Lee has joined the staff of Cur- 


tis Lipton Co., 338 South Western 
Avenue. 


King Merritt Adds 


(Special to Tue Frnancrat CHRONICLE) 
LOS ANGELES, Calif.—Ross T. 
Smith is now with King Merritt 
& Co., Inc., Chamber of Commerce 
Building. 


Bailey Davidson Adds 
(Special to Tue FINANCIAL CHRONICLE) 
FRESNO, Calif.—Gerald G, Mc- 
Nutt is now associated with Bailey 
& Davidson, 2133 Fresno Street. 
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Tomorrow’s | 
Markets | | 
Walter Whyte | 
Says — 1 
By WALTER WHYTE! 


A reversal in the trend last 
week brought about sighs of 
relief from long holders of 
stocks. The news from Korea 
either was disregarded or 
given short shrift. In any case 
the ‘cease fire’’ stories that 
broke in the daily papers had 
very little repercussions on 
the stock market price struc- 
ture. 








_——_— 
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This brings me back to the 
shooting war in Korea and the 
word tossing war in Europe. 
We are committed to a tre- 
mendous rearmament pro- 
gram at home and a financing 
of an almost equally large re- 
armament program abroad. 
It’s no secret that European 
countries are in no position to 
finance American imports. 
There are many schemes to 
see that these European coun- 
tries in the North Atlantic 
Treaty organization keep their 
armament purchases high and 
at the same time step up their 
internal rearmaments. 

% ” “ 

What these schemes are 
need not be gone into here. 
The fact remains that instead 
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of a letdown in armament 


| spending we haven't even ap- 


proached the bottom of the 
long uphill climb. This, in ef- 
fect, means that instead of any 
cessation in orders for many 
industries tied into the arma- 
ment program, they’ll be 
stepped up with resultant in- 
crease in gross profits. 

Gross profits and net are, 
however, two different things. 
Taxes will take a substantial 
slice. Increased wages will 
also take a goodly share. But 
basically the fringe industries, 
those not directly involved in 
the armament program, will 
benefit from the increased 
wages that will almost cer- 
tainly be available in the near 
future. 

Disregarding the funda- 
ments, the action of stocks of 
companies in the consumer 
group (as against those in the 
heavy industries) have shown 
greater comparative strength 
in the past few weeks to such 
an extent that they point to 
something that cannot be dis- 
regarded by the seeker after 
profits. 


Continued from first page 


The Commercial and Financial Chronicle . 


In the past few weeks this 
column has recommended the 
so-called “cheap stocks,” 
stocks of companies in the 
amusement industry, in the 
non-ferrous branches and in 
building trades. In the past 
week or so these have shown 
better than market perform- 
ance. Given the opportunity, 
I think they will add more to 
their recent gains. 


v2 ve 
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F.O.H., Jersey City, N. J.: 
I regret that I haven’t the 
time nor the facilities to reply 
personally to your letter. To 
answer your questions I would 
need considerably more 
knowledge of your financial 
position than your letter 
shows. I cannot engage in per- 


sonal investment advice. In 
the past I have recommended 
various issues. Readers will 
have to determine for them- 
selves what their finances 
will allow and if the stocks 
suggested fit their programs. 


{The views eapressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 


How Bad Is Inflation? 


or all of its debt. Therefore, when 
government embarks on a program 
of bank credit expansion there is 
every reason to fear that the ex- 
pansion will be permanent. 

But why should it ever be nec- 
essary for government to borrow 
irom the banks? Here is the heart 
of the inflation problem. There 
is never any reason for govern- 
ment to borrow from the banks or 
from anyone else except when it 
is spending more than it oollects 
in taxes. This raises the basic 
conflict of doctrine regarding the 
purposes of government and how 
it shall fulfill them. 


Duties of Government 

This conflict has long existed 
but the issues have been increas- 
ingly sharpened over the last 20 
years. On one hand is the position 
that government exists to perform 
certain services for the people; that 
the nature and scope of these 
services are to be determined by 
a reasonably strict interpretation 
of the Constitution; and that taxes 
should be collected to cover their 
cost. On the other hand is the 
position that government is not 
to be limited by the bare bones of 
constitutional powers, but rather, 
it is to regulate and manipulate 
the economy, to shelter all and 
sundry from even the ordinary 
economic hazards, and to be the 
prop and mainstay of the good life 
until we arrive at the ultimate 
haven of the national Socialist 
state. 


A tide of public indignation is 
now rising against the decay of 
ethical standards in government. 
A fundamental reason for this de- 
cay is the immense size and power 
of the government. Power always 
corrupts and absolute power cor- 
rupts absolutely. As the Federal 
Government advances farther into 
the welfare state it is moving 
rapidly toward absolute power. It 
is far too big to be understood, to 
be managed competently, or to be 
paid for without bankrupting the 
people. To attain greater morality 
and efficiency, the size, power, 
and cost of the Federal Govern- 
ment must be reduced. The con- 


ditions now being disclosed in the 
Bureau of Internal Revenue have 
had their origin first, in the basic 
immorality of our tax doctrine, 
second, in the atrocious rates of 
tax imposed, and third in the 
Bureau’s ruthless use of immoral 
practices, including blackmail, to 
increase back tax collections. 

With a restoration of the Con- 
stitution as the guide for deter- 
mining the functions and objec- 
tives of the Federal Government, 
there would be no occasion for 
deficits, no case for borrowing. 
This would be true, even in war. 

The planned and_ controlled 
economy involves a continuous in- 
crease of the public debt. Govern- 
ment, in its role of paternalistic 
benefactor, undertakes to do more 
things for the people than they 
are willing to pay for currently 
in taxes. An elementary axiom 
of politics is that the people would 
not demand all of the benefits that 
government is giving them if the 
bill had to be paid regularly in 
cash on the barrelhead. Many 
persons have had long, if undis- 
tinguished careers in Congress by 
strict adherence to the rule of 
never voting against an appropria- 
tion, or for a tax. 


Seductiveness of Welfare State 

Here enters the marvelous se- 
ductiveness of the Welfare State 
as the ante-chamber to the So- 
cialist state. The people have 
been persuaded that not all of the 
bill has to be paid now in taxes. 
Part of it can be borrowed. The 
benefits can be enjoyed now, and 
since we may not be living when 
the final bill is presented, we can 
let the next generation pick up 
the check. The principle of divide 
and rule has a perfect application 
in this advance into the Welfare 
State. 
corralled by an inordinate pro- 


gram of price supports, REA, and 
flood control. The veterans have 
been gathered in by a housing 
loan, program, readjustment ben- 
efits, and pensions. The old folks 
have been held in line by small 
teasers in increased OASI ben- 
efits. Business has been enticed 


The .form vote has been 


by contracts, five per centers, and 
RFC loans. The labor organiza- 
tions have been brought into the 
fold by legislative support of 
membership maintenance and by 
appropriate revisions of the cost 
of living index. 

None of these shenanigans is in- 
flationary, per se. The farm par- 
ity program may increase the 
prices of farm products... Wage 
escalator clauses may increase 
the prices of some manufactured 
goods. The resulting price distor- 
tions merely compel consumers to 
re-shuffle their spending. If they 
buy the same quantities of beans 
and bacon, or automobiles, at the 
higher prices they can buy less 
of other things. This is not in- 
flation. It is a bad thing for any 
specially favored group to have a 
throat-hold on the whole economy. 
But we should recognize this evil 
for what it is and deal with it by 
proper measures. We should not 
confuse it with inflation, 


All of the benefit programs 
produced by a combination of gov- 
ernmental! paternalism and popu- 
lar avidity raise the budget to a 
level that will not be fully cov- 
ered by the current revenues. 
Each group on the Federal gravy 
train assumes that its coach is not 
the one that is overloading the 
revenue engine. Bad debt man- 
agement and unsound financial 
policies have combined to produce 
a debt structure so unbalanced 
and so unattractive to noninsti- 
tutional investors as to assure that 
any substantial new debt financ- 
ing will be inflationary. 


The blandishments of phony fi- 
nance make it difficult to defend 
the austerity of sound, honest fi- 
nance. 


Illusions of Inflation 

First, the early stages of infla- 
tion are pleasant because they are 
usually gentle rather than violent. 
Prices rise but not too rapidly. 
Dollar profits increase. Employers 
can purchase labor peace by a 
succession of wage increases and 
pass along the higher costs with- 
out diminution of sales volume. 
Those with fixed incomes 4are 
squeezed from genteel into shabby 
poverty, but their anguished out- 
cries go unheard amid the gen- 
eral rejoicing. 


Second, there is the great illu- 
sion that government benefits do 
not cost anything. Both the indi- 
vidual and the nation can live 
beyond their respective means by 
running up charge accounts. 
Eventually, the sheriff moves in 
on the individual and _ inflation 
moves in on the nation. It is fun- 
damental that the nation really 
does pay as it goes, either through 
taxes or inflation. But it takes 
time to spread popular under- 
standing of the fact that inflation 
always costs more than taxes. 


Dollar Depreciation 

Third, there is the rationaliza- 
tion that a gradual depreciation 
of the dollar, which means a 
creeping -inflation, will lead to 
more employment, more output, 
and a higher standard of living. 
From the various expressions of 
this viewpoint I select the fol- 
lowing by Professor Sumner H. 
Slichter. He said: 


“Let us not overlook the fact 
that an economy with slowly ris- 
ing prices has advantages as ~vell 
as disadvantages in compa:.son 
with an economy that has a stable 
price level over the long run. It 
has more employment, more | :t- 
put, -and a higher standard of !iv- 
ing than an economy with a sta- 
ble price. level. Consequently, the 
prospect the dollar will slowly 
drop in purchasing power is not 
to be-viewed in alarm. When one 
is compelled to choose between 
two kinds of economies, each of 
which has certain disadvantages, 
one is naturally inclined to select 
the economy that produces the 
higher standard of living. There- 
fore, as between an economy with 
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a stable price level and one with 
a slowly rising .price level, the- 
latter is to be preferred.) 

In fairness to Professor Slichter 
I should say that in the paper 
cited here he did discuss ways of 
preventing inflation. But his dis- 
cussion reveals a closed mind to 
tax methods other than the in- 
come tax, and a fatalistic accept- 
ance of the view that any legisla-. 
tive folly, once committed, can- 
not be reversed. It is easier to 
understand his conclusion, from 
these premises that continuing in- 
flation is inevitable than it is to 
condone his rationalization that. 
this condition will not be too bad, 
after all. He says that a con- 
tinuing inflation which he hopes, 
though without supporting his- 
torical evidence, will always be. 
gradual, will assure more jobs, 
more output, and a higher living 
standard. The issue is—must we 
have a steadily depreciating dol- 
lar, that is, a continuous inflation, 
to achieve these results? In my 
limited time I can only outline 
the rebuttal I would make. 


Keys to Real Prosperity 


First, employment and output 
are the keys to living standards. 

Second, profit is the key to em-. 
ployment and output. 

Third, capital formation, man- 
agerial skill, and _ technological 
advance, are the keys to profit. 

The matter boils down to this 
—does the vitality and vigor of 
the profit incentive depend on 
continuously rising prices? Would 
this vigor disappear if prices were 
stable or if they were to fall grad- 
ually over a long period? 

History gives a negative answer. 
Our large mass production indus- 
tries have not needed rising, 
prices. On the contrary, they have 
found that regular price reduc- 
tions were the open seasame to 
more ‘jobs, more volume, and 
larger profits. The nation as a 
whole prospered mightily from 
the Civil War to 1900 under gen- 
erally downward prices. England 
prospered with declining prices 
from the end of the Napoleonic 
wars to the close of the 19th Cen- 
tury. 

I am not arguing for either an- 
other generation or another cen- 
tury of falling prices although the 
eminent English economist, Al- 
fred Marshall, long ago gave some 
pointed reasons in support. I am 
only saying that we do not need 
continuously rising prices to be 
prosperous. 

If there were to be either a 
stable or a slowly falling price. 
level, the case for wage adjust- 
ments to cost of living would be 
gone. Real incomes, the only 
sound measure of living standards, 
would be constant or would in- 
crease. Capital formation would 
be less costly because both the 
business reinvestment dollar and 
the dividend dollar would go far- 
ther. Hence, while profits might 
not attain the fantastically in- 
flated dollar totals of recent years 
they could be expected to be ade- 
quate as a production incentive, 
first, because the true character of 
profit as a reward for risk and 
astute management would be 
more sharply revealed; second, 
because profits would go farther; 
and third, because the fruits of. 
technological improvement could 
be shared among all owners, 
workers, and consumers instead: 
of being channeled off into the: 
pockets of a small segment of the: 
workers. 


Fallacy of Rising Price Argument, 


“The fallacy in-the continuously; 
rising price argument? is the 
as=''mption that corrective adjust-. 
m ‘ can be made to compensate. 
virtua ily everybody for the price 
1 Sumner H. Slichter, “The Integrity: 
of te Dollar,” in Proceedings of the 
A.demy of Political Science, May, 1951,- 
pp. 99-116, at p. 116 


2 The only group for which Professor, 
Slichter has little sympathy is the men. 
of age 45 and up who carry life insur- 
ance. He says that most of these are 
over-insured anyway. 
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advance without causing the in- 
flation to get out of hand. The 
sequence of this argument is as 
follows: Rising prices increase 
living costs; hence, to maintain 
sales volume and employment 
there must be more consumer 
spending power so, wages must be 
increased by a cost of living escea- 
lator. Note, however, that this 
would only serve to hold the line 
on living standards for the work- 
ers thus protected. It is proposed, 
further, that suitable escalators be 
provided for such fixed incomes 
as bond interest and pensions. By 
such devices those in receipt of 
these types of fixed incomes would 
get income adjustments that would 
hold the living standard line for 
them. However, to raise living 
standards in face of rising prices— 
the ultimate advantage which 
Professor Slichter claims for the 
rising prices—the escalator ad- 
justments would have to rise 
faster than living costs. This 
scheme for general escalation of 
incomes neglect the fact that the 
escalator payments are costs to 
the debtors or employers obli- 
gated to pay them. The only way 
to give everyone enough addi- 
tional money to compete for the 
goods requisite to a higher stand- 
ard of living would be to pump 
more money into the economy. 
Adoption. of any such scheme 
would be equivalent to equipping 
the price index with jet propul- 
sion. 

Professor Slichter anticipates a 
decline of about 2% a year in the 
value of the dollar, or a loss of 
about half its present value in 
40 years. But he does not say 
what will happen then. Even 
granting his assumption—which is 
optimistic because the dollar lost 
about half of its 1939 value in 
12 years to 1951—it amounts to 
saying that the present generation 
need not worry for it will be 
safely underground when the del- 
uge comes. What a Hell of a 
philosophy to offer a nation that, 
thus far. has always built for the 
future of its children and grand- 
children! 


Inflation Is Legalized Robbery 

The belief that a continuing in- 
flation is inevitable assumes that 
certain government policies in- 
volving inflation will not’ be 
changed. Acceptance of inflation 
as the lesser evil stems from the 
fear that deflation will lead to 
depression. This fear is a social 
psychosis implanted during the 
years 1929-1933. In dealing with 
a psychosis, that which has been 
forgotten is often more important 
than what is remembered. We 
remember the armed resistance of 
embattled farmers against mort- 
gage foreclosure but we forget the 
immense expansion of farm mort- 
gage debt in the early 1920’s. We 
remember the frozen assets of 
banks and the bank holidays but 
we forget the shift of bank in- 
vestments from short-term to long- 
term paper under the relaxed 
banking laws of the previous dec- 
ade. We remember the preceipi- 
tous decline of stock market quo- 
tations after 1929 but we forget 
the fabulously thin margins and 
the ever-zooming share prices in 
the years preceding 1929. My 
point is that the way to avert the 
excesses of a depression is to 
avoid the excesses of an inflation. 
Since no inflation; once started, 
can be controlled any more than 
a prairie fire, the way to avoid 
inflation excesses is to have no 
inflation. 

No matter how thin it is sliced, 
inflation is legalized robbery. Se- 
lected. groups can be protected 
against it to some extent by parity 
programs or escalator wage 
clauses. But the advantage of 
these groups merely makes it 
tougher for the non-sheltered 
groups. The cost of parity sup- 
ports or wage escalators comes out 
of the hides of those on fixed in- 
comes, unorganized workers, and 
stockholders. 

As I have said, limited appli- 


cation of such protective devices 
does not necessarily mean infla- 
tion. It is merely robbing Peter 
to pay Paul. But we are asked to 
believe that through some kind of 
financial skullduggery Paul can 
be paid without robbing Peter. 
The only source of new purchas- 
ing power in the amounts that 
would be required for this kind 
of financial bootstrap levitation is 
the government. 


“There Is No Free Lunch” 
Those on fixed incomes, the un- 
organized workers, and the own- 
ers of the tools of industry would 
still be behind the eight-ball. The 
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burden of an inflation on the scale 
required to supply everyone with 
enough dollars to keep up with 
the rising prices would accelerate 
the tempo of currency deprecia- 
tion and long before its value had 
reached zero, the debt would be 
repudiated. Then, at long last, 
would be terminated the cycle of 
deceit and fraud which began 
when government initiated; and 
the people accepted, the policy of 
public benefits beyond their will- 
ingness to pay. No scheme of cur- 
rency depreciation and inflation 


can disguise the inexorable truth 
of that elementary fact of eco- 
nomic life—There is no free lunch. 


Continued from page 5 


The State of Trade and Industry 


Steel Output Scheduled to Decline Slightly This Week 


The current week demand pressure on the steel mills con- 
tinues as strong as ever, says “Steel,” the weekiy magazine of 
metalworking. Slack arising from cutbacks in consumer durable 
goods is being offset by expanding defense requirements. Mills 
are booked virtually full for the first quarter despite smaller 
allotments on civilian goods account. Carryover tonnage from 
the fourth quarter will be substantial in all the major products, 
especially plates, structurals and bars. Consequently, there seems 
little likelihood of any easing in supply conditions before the 
second quarter at the earliest, this trade weekly points out. 

Revisions in allotments of steel, copper products and alumi- 
num to some government claimant agencies for production and 
construction in the first quarter were announced last week. The 
changes provide additional controlled materials to the Federal 
Security Agency for construction of schools and hospitals, the 
Atomic Energy Commission for important projects, the Defense 
Electric Power Administration for transmission lines, and the 
Department of Defense for urgent production programs. 

Many soft spots in dernand now apparent will disappear early 
in the first quarter, this trade magazine states. Diversion of 
continuous mill rolling time to production of light plates on a 
larger scale will take up considerable of the slack now develop- 
ing in the light, flat-rolled products. Further, since the soft spots 
largely stem from cutbacks in steel and other metal allotments 
to civilian goods with attending dislocations and curtailments in 
manufacturing schedules, affected manufacturers are likely to 
intensify their efforts to get into defense work. Results should 
be apparent on an increasing scale from here on as defense activi- 
ties gain steadily and subcontracting spreads out to shops now 
adjusting from civilian goods production. 


Threat of a scrap shortage this winter is increasingly dis- 


turbing, “Steel” adds, despite the more optimistic view held in 


government circles as the result of a survey of 165 steel mills 


which showed stocks of purchased scrap up to 45 days’ supply 
from April’s low point of 36 days. 
are reported by some mills, including large works in the Pitts- 
burgh area, and it is apparent widespread allocation of tonnage 
to distress points will have to be continued through the winter ii 
sharp production curtailments are to be averted, 

The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 93% 


capacity for the week beginning Dec. 3, 1951, or a decrease of 0.4 
of a point from a week ago. 


This week’s operating rate is equivalent to 2,071,000 tons of 
industry, compared to 


steel ingots and castings for the entire 
104%, or 2,079,000 tons a week ago, and 101%, or 2,019,000 tons 
a month ago. A year ago it stood at 100.5% of the old capacity 
and amounted to 1,938,400 tons. 


Electric Output Soars to New Historical High in 
Post-Holiday Week 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Dec. 1, 1951, was estimated 
at 7,475,593,000 kwh., according to the Edison Electric Institute. 

The current total was 312,655,000 kwh. above that of the pre- 
ceding holiday week; 759,420 000 kwh., or 11.3% above the total 
output for the week ended Dec. 2, 1950, and 1,732,778 kwh. in 
excess of the output reported for the corresponding period two 
years ago. 


Carloadings Drop 12.6% in Holiday Week 


Loadings of revenue freight for the week ended Nov. 24, 1951, 
totaled 711,447 cars, according to the Association of American 
Railroads, representing a decline of 102,988 cars, or 12.6% below 
the preceding week. due to the Thanksgiving holiday. 

The week’s total represented an increase of 9,896 cars, or 1.4% 
above the corresponding week of 1950, and au rise of 46,892 cars, 
or 7.1% above the comparable period of 1949. 


Auto Output Rebounds to Higher Level in Post-Holiday 
Week 


Combined motor vehicle production in the United States and 
Canada the past week, according to “Ward’s Automotive Reports,” 
rose to 117,224 units, compared with the previous week’s total of 
86,315 (revised) units, and 152.140-units in the like week of 1950. 

Passenger car and truck production last week in the United 
States was about 40% higher than the previous week but dropped 
about 26% below the like week of last year. 

For the United States, total output advanced to an estimated 
109,074 units from last week’s revised total of 78,110 units. In the 
like week of last year output totaled 147,300 units. 

Total output for the current week was made up of 87,442 cars 
and 21,632 trucks buiJt in the United States, against 62,048 cars 
and 16,062 trucks last week and 126,456 cars and 20,844 trucks in 
the comparable 1950 week. 


Critically low stocks of scrap 


of the 
steel-making capacity for the entire industry will be 193.6% of 


(2175) 31 


Canadian output is estimated at 5,200 cars and 2,950 trucks 
against 5,271 cars and 2,932 trucks last week and 3,853 cars and 
987 trucks in the corresponding 1950 week. 


Business Failures Hold Steady 


Commercial and industrial failures totaled 148 in the wee 4 
ended Nov. 29, one below the 149 in the preceding week, Dun & 
Bradstreet, Inc., reports. Casualties were down slightly from a 
year ago when 160 occurred; they were off more sharply from the 


1949 total of 221, and were 44% below the prewar level of 264 ip 
the similar week of 1939. 


Wholesale Food Price Index Reaches Six-Week Peak 


Continuing its upward movement for the third straight week, 
the wholesale food price index, compiled by Dun & Bradstreet, 
Inc., rose from $6.68 a week ago to $6.71 as of Nov. 27. This was 
the highest level in six weeks, and marked an increase of 0.6% 
as compared with $6.67 on the corresponding date a year ago. 

The index represents the sum total of the price per pound 
of 31 foods in general use and its chief function is to show the 
general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Attains New High 
Level for Past Five Months 


Following irregular movements, the Dun & Bradstreet daily 
wholesale commodity price index turned higher toward the end 
of the week to reach a new high ground for the past five months. 
The Nov. 27 index at 311.87, compares with 311.07 a week ago, 
and with 302.02 on the corresponding date !ast year. 

Trading in leading grain markets increased last week with 
prices showing firmness at the close. Early declines from recent 
high levels were largely influenced by the faverable progress of 
cease-fire negotiations in Korea. Strength in wheat reflected 
continued heavy export sales of the bread cereal and the lower 
estimates of Canadian supplies. Other supporting factors included 
a pick-up in domestic flour trade and a substantial reduction in 
United States visible supplies. Corn prices were very irregular. 


Early sharp declines were mostly recovered at the close as 
demand broadened, aided by fairly active export business. 


Marketings of the crop showed some increase last week but 
the movement remained far below the average for this time of 
year. Demand for oats was less active and prices reacted from 
recent peaks. Sales of all grain futures on the Chicago Board of 
Trade last week averaged 47,000,000 bushels per day, as compared 
with 44,000,000 the previous week, and 42,000,000 in the same week 
last year. 

Domestic cotton prices moved over a wide range and finished 
sharply higher for the week, bolstered by the general expectation 
of a further reduction in the official crop estimate. 


There was some selling during the week induced by develop- 
ments in Korean truce talks, the continued lag in demand for 
textiles, and a further decline in the rate of domestic consumption. 


The Bureau of the Census reported consumption during the 
October period at 905,000 bales, equal to a daily average of 36,600 
bales. This compared with a daily rate of 37.000 bales in Sep- 
tember, and 42,400 in October a year ago. The movement of cotton 
into the government 1951 loan stock continued to taper off. 


Trade Volume_Rises on Christmas Buying 


With Christmas shopping gaining momentum in most parts of 
the nation, retail dollar volume continued to rise in the period 
ended on Wednesday of last week; as during recent weeks it was 
somewhat higher than that of a year earlier, Dun & Bradstreet, 
Inc., states in its current trade summary. Many merchants re- 
ported that shopping on the Friday after Thanksgiving, sometimes 
considered a bell-wether of the entire Yule season, was well above 
a year ago. 

The interest in apparel was focused mainly on merchandis«c 
suitable as gifts. 

While retailers of household goods sold more than the prior 
week, over-all consumer demand did not approach the unusually 
high level of a year ago. However, an increasing number o: 
individual merchants bettered the sales figures of a year ago 
Although television sets were in wider demand, most shopper: 
were still rather bargain-conscious. Glassware, small appliances 
toys, and lamps were especially popular. 

Total retail volume in the period ended on Wednesday of 
last week was estimated to be from 1 to 5% higher than that of 
a year ago. Regional estimates varied from ihe levels of a year ™ 
ago by the following percentages: 


New England and Northwest —2 to +2; East +1 to +5; Mid- 
west 0 < +4; South +4 to +8; Southwest and Pacific Coast 
+3 to +7. 


Trading activity in wholesale markets quickened perceptibly 
in the week as many buyers reordered for the holiday season. 
There was a marked rise in the number of orders for Spring needs 
although the total volume remained rather scanty. The total 
dollar volume of wholesale orders was about on a par with a 
year ago. Buyer attendance at many wholesale markets was 


larger than in the prior week and did not vary notably from a 
year earlier. 


Department store sales on a country-wide basis, as taken from 
the Federal Reserve Board’s index for the week ended Nov. 24. 
1951, increased 11% from the like period of last year. In the 
preceding week an increase of 2% was registered above the like 
1950 week and an increase of 7% for the four weeks ended Nov. 24 


1951. For the year to date, department store sales registered’ an 
advance of 4%. 


Retail trade in New York last week received much stimulus 
from good shopping weather, with indications pointing to higher 
figures than a year ago. However, the air raid alert in midwéek 
interrupted the forward movement and sales volume declined 
sharply to about 1 to 2% under the 1950 level. 


According to Federal Reserve Board’s index, department store 
sales in New York City for the weekly period ended Nov. 24, 1951, 
advanced 15% above the like period of last year. In the preced- 
ing week a decrease of 4% was recorded from the similar week 
of 1950, but for the four weeks ended Nov. 24, 1951, an increase 
of 6% was registered above the level of a year ago. For the year 
to date volume advanced 5% from the like period of last year. 
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Indications of Current 
~Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 


Endicated steel operations (percent of capacity) 


Equivalent to— 
@teel ingots and castings (net tons) 


BMERICAN PETROLEUM INSTITUTE: 


Crude oil and condensate output— daily average (bbls. 


gallons each 


@rude runs to siilis—daily average (bbis.)_..--.-~~ 
Gasoline output (bbis.)-.-------------------------- 
ferosene output (bbis.).__------------------------ 
@Wistillate fuel oil output (bbis.) __.----------------- 
Residual fuel oil output (bbis.)__-.--------------_. 


of 42 


N 


a! Nov 
Sa ae Nov 
eee Nov 
cnttshinenisieabamanel Nov 
6 eee. ee Nov 


@tecks at refineries, at bulk terminals, in transit and in pipe lines— 


Finished and unfinished gasoline (bbis.) at 


Distillate fuel oil (bbis.) at 
Residual fuel oil (bbis.) at 


ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars) 


@evenue freight received from connections (number of cars) 


@EVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- 


RECORD: 

Tetal U. S. construction 
Private construction 
Public construction 

State and municipal 
Federal 


@OAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal] and lignite (tons) 
@ennsylvania anthracite (tons) 
Beehive coke (tons) 





@EPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 


TEM—1935-39 AVERAGE = 100 


@DISON ELECTRIC INSTITUTE: 


@lectric output (in 000 kwh.)~~-----------------~--- 


Nov. 


a Dec. 


@AILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 


GTREET, INC. _.--.~-----~----------------------- 


BRON AGE COMPOSITE PRICES: 


Pinished steel (per lb. )_---------------------------- 


Pig iron (per gross ton) 
G@crap steel (per gross ton) 


METAL PRICES (E. & M. J. QUOTATIONS): 
Electrolytic copper— 
Domestic refinery at 
Export refinery at 
@traits tin (New York) at 
flead (New York) at 
Zead (St. Louis ) at 


ame (Mast St. Louis) at... enn noes 


* MOODY'S BOND PRICES DAILY AVERAGES: 
Ww. 8S. Government Bonds 
Average corporate 
Aaa 


Ratiroad Group 
Public Utilities Group- 
Endustrials Group 


@OOPY’S BOND YIELD DALLY AVERAGES: 
WU. 8. Government Bonds 
Average corporate 
Asa 


Baa 
Railroad Group 
Public Utilities Group 
Endustrials Group 


* @OODY’S COMMODITY INDEX 


* @ATIONAL PAPERBOARD ASSOCIATION: 
Orders received (tons) 





Production (tons) 


a Nov. 


mnedmmeaaial Nov. 


Nov 


auauesnens -- Nov. 


ee eee Pe 


eonuwtt. 





- Bercentage of activity 





—_» @nfilled orders (tons) at end of period 





_ OM, PAINT AND DRUG 
AVERAGE = 100 


REPORTER PRICE INDEX — 1926-36 





'- @FOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD- 


LOT DEALERS AND SPECIALISTS ON 


Mumber of orders 


THE N. ¥. STOCK 
@XCHANGE—SECURITIES EXCHANGE COMMISSION: 
@Gd-lot sales: by dealers (customers’ purchases )— 





Mumber of shares. 





Dollar value 





@4d-lot purchases by dealers (customers’ sales)— 


Mumbe: of orders—Customers’ total sales 





Customers’ short sales 





Customers’ other sales 





Mumber of shares—Total sales____ 





Customers’ short sales____ 





Customers’ other sales 





Dollar value 





Round-lot sales by dealers— 
Number of shares—Total sales 





Short sales 





Other sales 





‘(ound-lot purchases by dealers— ~* 
Mumber of shares 





' SYEHIOLESALE PRICES, NEW SERIES —U. S. DEPT. OF LABOR— 

















Meats 








All commodities other than farm and foods. 





Textile products 





Puel and lighting materials 








Metals and meta! products 
terials 





Building ma 





Chemicals and allied products : 





~.Nov. 
Nov. 
Nov. 


Nov. 


Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 27 
Nov. 
Nov. 


rh be ee ee 


Nov. 
Nov. 
Nov. 


Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 


Nov. 
Nov. 
Nov. 


Nov. 


Latest 
Week 


103.6 
2,071,000 


6,232,176 
16,757,000 
22,181,000 

2,862,000 

9,428,000 

9,305,000 


111,698,000 
31,661,000 
98,966,000 
47,591,000 


711,447 
654,691 


$179,341,000 


115,966,000 
63,375,000 
43,935,000 
19,440,000 


10,090,000 
841,000 
136,200 


355 


7,475,693 


148 


24.200c 
27.425¢ 
103 .000c 
19.000c 
18.800c 
19.500c 


97.00 
108.88 
113.31 
112.37 
107.62 
102.46 
104.66 
108.52 
113.31 


Es NwWwwwnmwh 
3 0040 90 40 90 3900 0% 
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144,151 
184,691 

75 
382,247 


148.1 


21,292 
608,024 
$26,845,662 


17,623 
156 


17,467 
495,191 
5,436 
489,755 
$20,514,489 


263,070 


177.6 
197.7 
197.8 
253.5 
189.9 
269.4 
165.2 
158.8 
138.8 
190.9 
224.7 


Revised. {Not available. {Includes 504,000 barrels of ‘foreign crude runs. 
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The following statistical tabulations cover production and other figures for the, 


latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, in cases of quotations, are as of that date: “ 


Previous 
Week 


104.0 


2,079,000 


$163,148,000 
93,962,000 


*11,560,000 
993,000 


374 
7,157,038 


149 


24.200c 
27.425¢ 
103.000c 
19.000c 
18.800c 
19.500c 


97.15 
109.06 
113.70 
112.37 
107.80 
102.80 
104.83 
109.06 
113.50 


NWHWWHNWN 
wry eUNOwLND 
SwnAnshano 


457.1 


186,612 
208,429 

86 
426,284 


149.3 


20,094 
19,827 
569,897 
9,255 
560,642 
$24,174,760 


148,840 
148,840 


300,600 


Month 
Ago 
101.0 


S383 822238 


863,961 
708,620 


$209,778,000 


15,862,000 


11,565,000 


7,319,019 


143 


24.200c 
27.425¢ 
103.000c 
19.000c 
18.800c 
19.500c 


97.71 
109.60 
113.89 
112.75 
108.52 
103.47 
105.69 
109.42 
113.70 


bo 69 69 69 b9 9 RO 2 19 
one unowrD 
1Cr RUN DOU 


460.3 


184,971 
203,278 

85 
402,751 


149.0 


26,144 
770,718 
$32,981,060 


23,601 
131 


23,470 
676,754 


672,285 
$27,166,119 


Year 


127,681,000 
132,665,000 
101,250,000 

31,415,000 


9,168,000 
687,000 
137,900 


319 
6,716,273 


160 


24.200c 
24.425c 
140.500c 
17.000c 
16.800c 
17.500c 


101.35 
115.43 
119.61 
118.60 
114.66 
109.06 
111.44 
115.63 
119.20 


NNWWNHNNNN 
HAronvorFa ee 
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> 
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181,234 
228,706 

100 
671,985 


140.6 


31,998 
935,447 
$41,324,077 


31,053 

348 

30,705 
914,278 
13,046 
901,232 
$36,312,668 
279,210 


279,210 


366,980 





AMERICAN GAS ASSOCIATION — For Month 
of September: 
Tota! gas (M therms) 
Natural gas sales (M therms)..._ ____. 
Menufactured gas sales (M therms) 
Mixed gas sales (M therms) 


AMERICAN IRON AND STFEL INSTITUTE: 
Steel ingots and steel for castings produced 
(net tons)—Month of October 
Shipments of steel products, including alloy 
and stainless (net tons)—Month of Sept. 


AMERICAN PETROLEUM INSTITUTE—Month 

of August: 

Tctal domestic production (bbls. of 42 gal- 

lons each) 

Domestic crude oil output (bbis.)__.__ ___ 
Natural gasoline output (bbls.)_...._____ 
Benzol output (bbls) 

Crude oil imports (bblis.) 

Refined products imports (bblis.)_...._____ 

= consumption domestic and export 
{ Ss.) 


AMERICAN ZINC INSTITUTE, INC.—Month of 
October: 
Slab zinc «:melter output, all grades (tons of 
2,000 Ibs.) 
Shipments (tons of 2,000 Ibs.)_....________ 
Stocks at end of period 
Unfilled orders at end of period (tons) 


BUILDING CONSTRUCTION PERMIT VALUA- 
TION IN URBAN AREAS OF THE U. 8. 
— U,. 8S. DEPT. OF LABOR — Month of 
Septmber (000’s omitted): 
All building construction 
ge a EE I A MAS ee 
New nonresidential 


Additions, alterations, ete......... . oa 


BUILDING PERMIT VALUATION —DUN & 
BRADSTREET, INC.—215 CITIES—Month 
of October: 

New England - 
Middle Atlantic 
South Atlantic 
East Central — 
South Central 
West Central 
Mountain 
Pacific 


Total United States 
._ 2. fe eee 
Outside of New York City 


COTTON AND LINTERS — DEPT. OF COM- 
MERCE — RUNNING BALES: 
Lint—Consumed menth of October 
In consuming establishments as of Oct. 28 
In public storage as of Oct. 28_._~ 
Linters—Consumed month of October 
In consuming establishments as of Oct. 28 
In public storage as of Oct. 2 
Cotton spindles active as of Oct. 28 


COTTON SEED AND COTTON SEED PROD- 
UCTS—DEPT. OF COMMERCE—Month of 
October: 

Cotton Seed— 
Received at mills (tons) 
Crushed (tons) 
Stocks (tons) Oct. 31 
Crude Oil— 
Stocks (pounds) Oct. 
Produced (pounds) 
Shipped (pounds) 
Refined Oil— 
Stocks (pounds) Oct. 
Produced (pourds) 
Consumption (pounds) 
Cake and Meal— 
Stocks (tons) Oct. 31 
Produced (tons) 
Shipped (tons) 
Hulls— 
Stocks (tons) Oct. 31 
Produced (tons) 
Shipped (tons) 
Linters (running bales)— 
Stocks Oct. 31 
Produced 
Shipped 
Hull Fiber (1,000-lb. balés)— 
Stocks Oct. 31 
Produced 
Shipped 
Motes, Grabbotts, etc. 
Stocks Oct. 31 


(1,000 pounrds)— 


Latest 
Month 


3,179,383 
2,980,413 
90,700 
108,270 


$20,911,700 
82,299,475 
29,667,872 
80,647,840 
58,225,322 
29,288,609 
16,458,180 
49,946,823 


Previous 
Month 


3,254,515 
3,053,840 
99,488 
101,187 


*8,654,897 
6,755,589 


$764,711 
405,077 
258,318 
101,316 


$28,279,685 
53,304,845 
41,026,632 
96,322,803 
70,032,298 
39,506,703 
13,381,945 
69,442,081 


Year 


$29,288,032 
132,407,699 
37,164,086 
128,681.438 
73,222,010 
30,322,274 
12,013,170 
77,15€,951 





$367,445,821 
53,886,76C 
313,559,061 


905,062 
1,238,596 
5,567,181 

135,795 

188,909 

42,112 
20,394,000 


1,587,074 
834,458 
1,687,370 


152,144,000 
256,862,000 
186,591,000 


154,862,000 
173,82€,000 
125,071,000 


72,611 
386,106 
384,336 


35,269 
182,636 
170,824 


135,369 
265,628 
225,241 
838 
1,834 
1,814 
5,762 

4 


029 
2,411 


COTTON SPINNING (DEPT. OF COMMERCE): 


Spinning spindles in place on Nov. 3 


Actove spindle hours, (000’s omitted) Nov._- 
Active spindle hrs. per spindle in place Nov. 


MOODY’S WEIGHTED AVERAGE YIELD OF 
200 COMMON STOCKS — Month of Oct.: 
Industrial (125) 
Railroad (25) 
tUtilities (24) 
Banks (15) 
Insurance (10) 
Average (200) 


RAILROAD EARNINGS — CLASS I ROADS 
(ASSOCIATION OF AMERICAN RES.)— 
Month of September: 

Total operating revenues 

Total operating expenses 

Operating ratio 

Taxes mine * 
Net railway operating income before charges 
Net income after charges (est.).--.-------- 


ZINC OXIDE (BUREAU OF MINES)—Month 
of September: 
Production (short tons) 
Shipments (short tons) 
Stocks at end of month (short tons) 


*Revised figure. 











tNot shown to avoid disclosure of individual operations, - 


tAmer, Tel. & Tel. excluded, 


23,182,000 
20,394,000 
10,721,000 

460.3 


$105,667,570 
75,724,639 
50,000,000 


$411,796,992 
25,034,632 
386,762,360 


722,004 
1,049,263 
3,341,544 

113,592 

146,433 

30,905 
20,714,000 


*1,053,549 
541,257 
*934,752 


90,010,000 
166,505,000 
102,211,000 


102,715,000 
96,985,900 
100,550,006 


70,841 
250,122 
236,624 


94,952 
175,472 
132,046 


818 
as ae 


4,144 
2,463 
1,95 


23,188,000 
_ 20,714,000 


$520,255,660 
70,902,243 
449,353,417 


836,732 
1,489,994 
6,375,419 

i28,905 

209,568 

110,178 

20,770,000 


1,122,651 
620,905 
973,665 


156,588,000 


107,144,000 
143,075,C00 
112,573,000 


214,226 
276.465 
215,717 


141,508 
127,331 


DW RADH 
S8a8s3 


68.88% 
$132,850,141 
122,955,543 
101,000,000 


12,949 
21,170 
9,354 
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Securities Now 


New Registrations and Filings 
Abdoo, Inc., N. Y. City 
Nov. 28 (letter of notification) 2,000 shares of class B 
common stock. Price—At par ($25 per share). Under- 
writer—None. Proceeds—For working capital. Office— 
166 West 75th St., New York, N. Y. 


Air Marshal Corp., New York 
Nov. 29 (letter of notification) 100,000 shares of com- 
mon stock (par 1 cent). Price—At market (about 13 
cents per share). Underwriter—Frazee, Olifiers & Hill- 
man, New York. Proceeds—For general corporate pur- 
poses. 


Alipark Finance Co., Inc., Houston, Tex. 
Nov. 26 (letter of notification) 20,000 shares of common 
stock (no par) and 20,000 shares of preferred stock (no 
par). Price—For common, $5 per share; and for pre- 
ferred, $10 per share. Underwriter—None. Proceeds— 
For working capital. Office—602 East 11th St., Hous- 
ton, Tex. 

American Machine & Foundry Co. 
Nov. 30 (letter of notification) not less than 3,300 shares 
and not more than 4,000 shares of common stock. Price— 
At market (about $18.37% per share. Underwriter— 
None. Proceeds—To be added to general funds to be 
apportioned to common stockholders entitled to frac- 
tional shares of stock on Dec. 15 in connection with 24% 
stock dividend. Office—511 Fifth Ave., New York 17, 
New York. 


American Mutual Fund, Inc., Los Angeles, Calif. 
Dec. 3 filed 250,000 shares of capital stock (par $1). Price 
At market. Underwriter—American Funds Distributors, 
Inc., Los Angeles, Calif. Proceeds—For investment. 

Austin Co., Cleveland, O. 

Nov. 27 (letter of notification) 1,816 shares of common 
stock (par $25), to be offered to key employees, Price— 
$100 per share. Underwriter—None. Proceeds—For gen- 
eral corporate purposes. Office—16112 Euclid Ave., East, 
Cleveland 12, Ohio. 

B. S. & K. Mining Co., Phoenix, Ariz. 

Nov. 26 (letter of notification) 100,000 shares of common 
stock. Price—aAt par ($1 per share). Underwriter—None. 
Proceeds—For working capital. Office—242 So. First 
Ave., Phoenix, Ariz. 

Bostitch, Inc., Stonington, Conn. 

Nov. 29 (letter of notification) 5,000 shares of class A 
common stock. Price—$18 per share (with limit of 100 
shares per person). Underwriter—None. Proceeds—For 
working capital. Office—Pawcatuck, Stonington, Conn. 

British Industries Corp., New York 
Nov. 30 (letter of notification) 12,500 shares of common 
stock (par 50 cents) to be reoffered pursuant to letter of 
recission. Price—Publicly sold at $1.12% to $2 per share. 
Underwriter—Aigeltinger & Co., New York. Proceeds— 
To two selling stockholders. Office—1i164 Duane St., New 
York, N. Y. 


Coffee Time Products of America, Inc. 
Nov. 28 (letter of notification) 74,950 shares of class A 
common stock (par $1). Price—$4 per share. Under- 
writer—Luckhurst & Co., Inc., New York. Proceeds— 
For working capital. Office—74 Heath St., Boston, Mass. 


Cristobal Sand, Inc., San Juan, Puerto Rico 
Nov. 26 (letter of notification) 9,000 shares of class B 
common stock and 4,200 shares of preferred stock. Price 
—Of common, $10 per share, and of preferred, $50 per 
share. Underwriter—None. Proceeds—For construction 
and furnishing a residential and hotel development in 
Dorado, Puerto Rico. Address — Box 26, San Juan, 
Puerto Rico. 


Dairymen’s Ohio Farmers Milk Co., Cleve., O. 
Nov. 26 (letter of notification) 31,471 shares of common 
stock (no par). Price—$7 per share. Underwriter—None. 
Proceeds—For working capital. Office—3068 West 106th 
Street, Cleveland, O. 

Dealers’ Cooperative Supply, Inc. 

Nov. 29 (letter of notification) 500 shares of preferred 
stock. Price—At par ($100 per share). Underwriter— 
None. Proceeds—To purchase inventory materials. 
Office—5705 So. Central Ave., Los Angeles 11, Calif. 


Family Finance Corp., Wilmington, Del. 
Nov. 29 (letter of notification) 3,324 shares of common 
stock (par $1). Price—At market (not less than $15 per 
share). Proceeds—To Mrs. Beulah McCollum King, the 
selling stockholder. Office—200 West Ninth St., Wil- 
mington, Del. 


‘Federated Department Stcres, Inc. (12/18) 
Nov. 29 filed 250,000 shares of common stock (par $5). 
Price—To be supplied by amendment. Underwriters— 
Lehman Brothers, New York, and A. G. Becker & Co., 
In¢c., Chicago, Ill. Proceeds—For expansion program. 


Flagstaff Associates, Inc., Flagstaff, Ariz. 
Nov. 21 (letter of notification) 5,000 shares of common 
stock. Price—At par. ($10 per share). Underwriter— 
Bayard Weibert, Phoenix, Ariz. Proceeds—For working 
capital. 


Guardian Loan Co., Inc., Brooklyn, N. ¥Y. (12/10) 
Dec. 3 (letter of notification) 2,220 shares of 6% cumu- 
lative preferred stock. Price—At par ($100 per share). 
Underwriter — None. Proceeds— For working capital. 
Office—26 Court St., Brooklyn 2, N. Y. 


Hunter Creek Mining Co., Wallace, Ida. 
Nov. 15 (letter of notification) 400,000 shares of capital 
stock. Price—25 cents per share. Underwriters—W. T. 





Anderson and Louis Payne, Spokane, Wash. Proceeds— 


in Registration 


tes mining operations. Office—507 Bank St., Wallace, 
daho. 


lowa Public Service Co. 
Nov. 26 (letter of notification) 2,000 shares of common 
stock (par $5). Price—At market (approximately $19.50 
per share). Underwriter—A. C. Allyn & Co., Inc., Chi- 
cago, Ill. Proceeds — To Ray P. Stevens, the selling 
stockholder. 

lowa Southern Utilities Co. (12/17) 
Nov. 29 filed 100,000 shares of cumulative convertible 
preferred stock (par $30). Price—To be supplied by 
amendment. Underwriter—The First Boston Corp., New 
York. Proceeds—For new construction. 


Key West Propane Gas Corp., Key West, Fla. 
Nov. 28 (letter of notification) $30,000 of first lien and 
collateral trust bonds, series A, due 1965. Price—At par 
(in denominations of $1,000 each). Underwriter—Bioren 
& Co., Philadelphia, Pa. Preceeds—For equipment and 
 aner expenditures. Office—415 Fleming St., Key West, 

orida. 


Mrauss (John), Inc. 
Dec. 3 (letter of notification) 1,250 shares of 6% cumu- 
lative preferred stock. Price—At par ($100 per share). 
Underwriter—None. Proceeds—$79,000 to purchase 80 
shares of corporation’s common stock held by John 
Duetsch, and the remainder for working capital. Office 
—144-27 9th Ave., Jamaica, N. Y. 


Lindemann (A. J.) & Hoverson Co. (12/18) 
Nov. 28 filed 112,500 shares of common stock (par $1). 
Price—To be supplied by amendment. Underwriter— 
Sills, Fairman & Harris, Inc., Chicago, Ill. Proceeds— 
To eight selling stockholders. 

McLaurin-Jones Co., Brookfield, Mass. 

Nov. 28 (letter of notification) $95,500 of 10-year sub- 
ordinated debentures, due Dec. 1, 1961, of which $45,500 
will be offered to a single holder in exchange for a like 
par amount of 5% preferred stock issued in part pay- 
ment of purchase price of plant. Price—At par (in 
denominations of $500 each). Underwriter—None. Pro- 
ceeds—For construction and equipment. 


Metais & Chemicals Corp., Dallas, Tex. 
Nov. 26 (letter of notification) 100,000 shares of common 
stock (par 10 cents). Price—$3 per share. Underwriter— 
Beer & Co. and Binford, Dunlap & Reed, both of Dallas, 
Tex.; Carlson & Co., Birmingham, Ala., and Stuart Wyeth 
& Co. of Philadelphia, Pa. Proceeds—To purchase and 
install mill and for mining equipment and working capi- 
tal. Offering—Now being offered. 

Modern Loan Co., Louisville, Ky. 
Nov. 30 (letter of notification) 12,500 shares of 6% 
cumulative preferred stock (par $10) and 12,500 shares 
of common stock (par $1). Price—For preferred, $11.50 
per share; and for common, $1.25 per share. Underwriter 
—W. L. Lyons & Co., Louisville, Ky. Proceeds—For 
working capital. Office—645 South Third St., Louisville, 
Kentucky. 

Muntz TV, Inc., Chicago, Ill. 
Nov. 28 (letter of notification) 30,000 shares of common 
stock (par $1). Price—At market (approximately $2.8714 
per share). Underwriter—John R. Kauffmann Co., St. 
Louis, Mo. Proceeds—To Earl W. Muntz, the selling 
stockholder. Office—1735 West Belmont Ave., Chicago, 
Illinois. 


Mutual Shares Corp., New York 
Dec. 3 filed 50,000 shares of common stock (par $1). 
Price—At market. Underwriter—None. Proceeds—For 
investment. 


New England Fund, Boston, Mass. 
Nov. 30 filed 50,000 shares of beneficial interest in the 
Fund. Price—At market. Underwriter—Coffin & Burr, 
Inc., Boston, Mass. Proceeds—For investment. 


Pako Corp., Minneapolis, Minn. 
Nov. 30 (letter of notification) 38,000 shares of common 
stock (par $5). Price—$7.50 per share. Underwriter— 
None. Proceeds— For working capital. Office — 1010 
Lyndale Ave., North, Minneapolis, Minn. 


Penzoil Co. 

Dec. 3 (letter of notification) 39,658 shares of common 
stock (par $10) to be offered to common stockholders 
of record Dec. 10 at rate of one share for each 18 shares 
held; rights will expire on Dec. 28. South Penn Oil Co., 
parent, will subscribe for 31,693 shares, or 79.915% of 
the issue. Price—$33.25 per share. Underwriter—None. 
Proceeds—To retire debt incurred through expansion of 
refining and sales activities. Office—Drake Theater Bldg., 
Oil City, Pa. 


Pioneer Air Lines, Inc., Dallas, Tex. 
Nov. 29 filed 120,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Underwriter— 
Cruttenden & Co., Chicago, Ill. Proceeds—To purchase 
new equipment. 


Poor Charlie, Inc., New York 
Nov. 28 (letter of notification) 2,000 shares of class B 
common stock. Price—At par ($25 per share). Under- 
writer—None. Proceeds—For working capital. Office— 
166 West 75th St., New York, N. Y. 


Silver Chieftain Co., Wallace, Ida. 
Nov. 16 (letter of notification) $72,500 of 6% debenture 
notes (300 at $40 each; 250 at $80 each; 150 at $160 each; 
and 75 at $400 each). Price—At principal amount. Un- 
derwriters—W. T. Anderson an ji Louis Payne of Spokane, 
Wash. Proceeds—For operating capital. Office—509 
Bank St., Wallace, Ida. 
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& REVISIONS THIS WEEE 
© INDICATES ADDITION® 


Slate Creek Mining Co., Seattie, Wash. 
Nov. 21 (letter of notification) 640,000 shares of commom 
stock (par 5 cents) to be sold to one individual undeg¢’~ 
an option granted in 1949. Price—815 cents per 
Underwriter—None. Proceeds—To purchase equi 
for mining operations. Office—145 Horton St., Seattle & 
Washington. 


Teachers’ Dir Service, Greenwood, 
Nov. 26 (letter of notification) 1,000 shares of pref 
stock. Price—At par ($100 per share). Underwriter— 
None. Preceeds—For equipment and working capital. 
Address—P. O. Box 395, Greenwood, Miss. 

U. N. World, Inc., New York 
Nov. 27 (letter of notification) 500,000 shares of commom 
stock (par 10 cents) to be offered to existing stock=— 
holders and employees. Price—50 cents per share. Une 
derwriter—None. Proceeds—For working capital. Office 
—319 West 44th St., New York 17, N. Y. 


Western Gold Mines, Inc., Carson City, Nev. 
Nov. 29 (letter of notification) 15,000 shares of capital 
stock (par 10 cents). Price—At market (estimated af 
about $2.12% per share). Underwriter—None. 
—For working capital. Office—First National Bank 
Bldg., Carson City, Nev. 





Previous Registrations and Filings 


* wr Bosch Corp., Springfield, Mass. 

Nov. 13 filed 65,450 shares of cumulative convertible 
second preferred stock, 1951 series, to be offered to come= 
mon stockholders at rate of one share of preferred fem 
each 20 common shares held (with over-subscriptiom 
privileges). Price—To be supplied by amendment. Ume 
derwriter—Allen & Co., New York. Proceeds—For caph- 
tal expenditures and working capital and other corporate 
purposes. Offering—Not expected until after Christmam, 


American Brake Shoe Co. 

June 29 filed 50,000 shares of common stock (no par) te 
be offered to certain officers and key employees throug 
a stock purchase plan. Price—To be not greater tham 
the market price on the date of the offering, or no less 
than 85% of such price. Underwriter—None. Proceedm 
—To be added to general funds. Withdrawal—Reques® 
filed Nov. 26 to withdraw statement. 


American Investment Co. of Illinois 

Aug. 16 filed 167,105 shares of $1.25 cumulative converte 
ible preference stock, series A (par $25), being offere@ 
in exchange for common stock of Domestic Finane@ 
Corp., Chicago, Ill. on basis of one American share for 
each five Domestic common shares; the offer to expire 
on Sept. 30, 1952. Dealer-Managers—Kidder, Peabody; 
& Co., New York, and Alex. Brown & Sons, Baltimore, 
Md. Statement effective Sept. 5. 


American Motor Racing Corp. 

Nov. 14 (letter of notification) 60,000 shares of preferre@ 
stock (par $5) and 1,200 shares of common stock (no par) 
in units of 50 shares of preferred and one share of com= 
mon stock. Price—$250 per unit. Underwriter—None, 
Proceeds — For acquisition of property, construction of 
race track, etc. Office—c/o Morris Orenstein, 31 Mamare 
oneck Ave., White Plains, N. Y. 


Arwood Precision Casting Corp. 
Nov. 13 (letter of notification) $100,000 of unsecured 
4% debentures due Oct. 1, 1961. Price—At par (in de= 
nominations of $100 each). Underwriter— None. Pre<- 
ceeds—For working capital. Office—70 Washington St, 
Brooklyn 1, N. Y. 


% Atlas Plywood Corp. (12/13) 
Nov. 21, filed 120,000 shares af $2.50 cumulative converte 
ible preferred stock (par $50). Price—To be supplied by 
amendment. Underwriter—Van Alstyne Noel Corp., New 
York. Proceeds—To repay $2,500,000 bank loans and for 
expansion and working capital. Meeting—Stockholders 
will on Dec. 12 vote on approving proposed financing. 
Bamberg Textile Millis, Bamberg, S. C. , 
Nov. 19 (letter of notification) $100,000 of 6% junior 
convertible debentures due Dec. 1, 1958 to be offered for 
subscription by common stockholders. Price—At par (im 
denominations of $5 and multiples thereof). Underwrite® 
—None. Proceeds—To pay RFC debt and for working 
capital. 


% Baxter Laboratories, Inc. (12/10-12) 
Nov. 21 filed 125,000 shares of common stock (par $1), 
of which 100,000 shares will be for the account of selling 


Continued on page 34 
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stockholders and 25,000 shares for the account of the 
company (latter amount to be offered to company's 
employees). Price—To be supplied by amendment. 
Underwriter—Lehman Brothers, New York. Proceeds— 
To company, to be used for working capital. 


, Birmingham Fire Insurance Co. 

Nov. 1 (letter of notification) 12,500 shares of common 
stock, to be offered to stockholders of record Nov. 15 at 
rate of one share for each seven shares held. Price—At 
oar ($10 per share). Underwriter—None. Proceeds—To 
enlarge insurance business. Office—221 No. 21st St., Bir- 
mingham 3, Ala. 


Biair (Neb.) Tele ne Co. 
July 18 (letter of notification) $175,000 of first mort- 
gage 4% bonds, series A, due 1971. Price—101 and ac- 
crued interest. Underwriter — Wachob-Bender Corp., 
Omaha, Neb. Proceeds—To retire first mortgage (closed) 
3%% bonds and to convert to dial operation. 
Broderick & Bascom Rope Co. (12/11) 
Nov. 19 filed 75,000 shares of class A common stock (par 
$1). Price—To be supplied by amendment. Underwriter 
—McCormick & Co., Chicago, Ill. Proceeds—To repay 
bank loans and commercial paper. 


Burlington Mills Corp. 
March 5 filed 300,000 shares of convertible preferred 
stock (par $100). Price—To be supplied by amendment. 
Underwriter—Kidder, Peabody & Co., New York. Pro- 
ceeds—For additions and improvements to plant and 
equipment. Offering date postponed. 


% Carolina Natural Gas Corp. (12/10-11) 

Nov. 21 filed $1,000,000 of 6% debentures due Dec. 1, 
1976, and 100,000 shares of common stock (par $2.50) 
to be offered in units of $100 of debentures and 10 shares 
of common stock. Price—$150 per unit. Underwriter— 
R. S. Dickson & Co., Charlotte, N. C. Proceeds—For 
acquisition of stock of Piedmont Gas Co. and for con- 
struction program. 


Carolina Telephone & Telegraph Co. 

Oct. 30 filed 41,650 shares of common stock being offered 
for subscription by stockholders of record Nov. 23 at 
rate of one share for each three shares held; right to 
expire on Dec. 12, Price—At par ($100 per share). Un- 
derwriter— None. Proceeds—'To reduce bank loans. 
Oct. 30 filed 41,650 shares of common stock being offered 
Office—Tarboro, N. C. Statement effective Nov. 16. 


Catalin Corp. of America 
Nov. 16 filed 281,243 shares of common stock (par $1) to 
be offered for subscription by common stockholders at 
rate of one share for each two shares held. Price—To be 
supplied by amendment. Underwriter—None. Proceeds 
—For capital expenditures and working capital. 
* Central Maine Power Co. 
Oct. 31 filed $7,000,000 first and general mortgage bonds, 
series T, due Nov. 1, 1981. Underwriter—Issue was 
awarded to Halsey, Stuart & Co. Inc. and associates on 
Dec. 5 on their bid of 101.14 for 3%s. Price—To be 
101.749% and accrued interest. Proceeds—To repay bank 
loans. Statement effective Nov. 21. 
%* Central Maine Power Co. 
Oct. 31 filed 315,146 shares of common stock (par $10) 
to be offered for subscription by holders of 6% preferred 
stock and common stock of record Dec. 5 at rate of five 
shares of common for each seven shares of preferred 
stock held and at rate of one share of new common for 
each seven shares of common stock held; rights to expire 
on Dec. 17. The New England Public Service Co. has 
waived its right to subscribe for 150,740 of the new 
shares. Underwriters—The First Boston Corp. and Coffin 
& Burr, Inc. Price—Expected to be $17.621% per share. 
Proceeds—To repay bank loans and for new construction, 
Statement effective Nov. 21. 


*% Central Telephone Co. (12/11) 

Nov. 20 filed 20,000 shares of cumulative convertible 
preferred stock (no par). Price —To be supplied by 
amendment. Underwriters—Paine, Webber, Jackson & 
Curtis and Loewi & Co. Proceeds—From sale of stock. 
together with $500,000 from private placement of first 
mortgage and collateral lien sinking fund bonds, to be 
used to retire bank loans, to repay advances from Cen- 
tral Electric & Gas Co., parent, and for new construction. 


Century Natural Gas & Oil Corp. 
Oct. 24 (letter of notification) 23,000 shares of common 
stock (par 10 cents). These are part of 1,175,000 shares 
offered in June, 1951. Price—25 cents per share. Under- 
writer—Greenfield & Co., Inc., New York. Proceeds— 
For exploration, drilling and development expenses, etc., 
and for working capital. Office—Waynesburg, Pa. 


% Colorado Fuel & tron Corp. (12/7) 
Nov. 15 filed $10,000,000 of convertible sinking fund de- 
bentures due Dec. 1, 1966. Price —To be supplied by 
amendment. Underwriter—Allen & Co., New York. Pro- 
— From sale of debentures, together with funds 
from private sale of $30,000,000 of 41%4% first mortgage 
bonds due 1972, to be used to redeem $14,437,500 of out- 
standing first mortgage 4% bonds, to repay bank loans 
and for construction of a new mill at Pueblo, Colo. 


Rey 1 filed on oan on oe 

: i 01, ares of common stock (no par), 
being offered to common stockholders of record N a. 26 
at rate Bad — new — for each 10 shares held, with 
oversubscription privilege; rights to expire Dec. 12. 
Price—$14.25 per share. Underwriters—Merrill Lynch, 
Pierce, Fenner & Beane; White, Weld & Co. and R. W. 
Pressprich & Co. Proceeds—To finance construction 
program. Statement effective Nov. 20. 


Conlan Electric Corp., Brooklyn, N. Y. 
ov. 26 (letter of notification) 240,000 shares of common 
stock (par 25 cents), of which 210,000 are for account of 
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company and 30,000 shares for account of selling stock- 
holder. Price—$1.25 per share. Underwriter—-Weber- 
Millican Co., New York. Proceeds—To company, for 
working capital. Offering—Now being made. 
% Consolidated Engineering Corp. 
Nov. 13 filed 125,000 shares of common stock (par 50 
cents) to be offered to public and 14,030 shares of com- 
mon stock issuable upon exercise of warrants presently 
outstanding at $2.17391 per share. Price—-To be sup- 
plied by amendment. Underwriter—Blyth & Co., Inc. 
Proceeds—To retire notes and for working capital. Offer- 
ing—Now being made. 

Deardorf Oil Corp., Oklahoma City, Okla. 
Sept. 24 (letter of notification) 175,000 shares of common 
stock (par 10 cents). Priee—40 cents per share. Under- 
writer—None. Proceeds—For operating expenses. Of- 
fice—219 Fidelity Building, Oklahoma City, Okla. 


Distributors Candy Co. (name to be changed to 
Schutter Candy Co.), Chicago, Ill. 

Nov. 19 filed 200,000 shares of class A common stock (par 
$10) and 50,000 shares of class B common stock (no par), 
of which the class A stock and 25,000 shares of class B 
stock are to be offered in units of eight shares of class A 
and one share of class B; the remaining 25,000 class B 
shares are to be issued for an option to acquire the 
Schutter Candy Division of Universal Match Corp. Price 
—$82 per unit. Underwriter—None. Proceeds—To be 
applied toward purchase price of Schutter properties. 


Dow Chemical Co., Midland, Mich. (1/3) 

Nov. 16 filed 200,000 shares of common stock (par $15) 
of which 133,202 shares are to be offered to common 
stockholders of record Dec. 14 at rate of one share for 
each 50 shares held. Subscriptions must be filed between 
Jan. 3 and Jan. 25, 1952. The remaining 66,798 shares 
are to be offered to employees of the company and its 
subsidiaries. Price—-To be supplied by amendment. Un- 
derwriter — None. Proceeds — For capital additions to 
plants and facilities and for other corporate purposes. 


*% Exolon Co., Boston, Mass. (12/10) 

Nov. 21 (letter of notification) 12,653 shares of common 
stock (no par), to be offered to stockholders of record 
Nov. 28 at rate of one share for each 10 shares held. 
Price—$16 per share. Underwriter—None. Proceeds— 
For working capital. Office—60 State St., Boston, Mass. 


* Ferro Corp., Cleveland, Ohio. 

Nov. 13 filed 91,859 shares of common stock (par $1) 
being offered for subscription by common stockholders 
of record Dec. 3 at a rate of one share for each five 
shares held; rights to expire Dec. 18. Price—$28 per 
share. Underwriter—Merrill Lynch, Pierce, Fenner & 
Bean, New York. Proceeds-——For expansion program. 


Fosgate Citrus Concentrate Cooperative (Fla.) 
Nov. 13 (amendment) filed 452 shares of class A common 
stock (par $100); 5,706 shares of 5% preferred stock (par 
$100), cumulative beginning three years from July 10, 
1950); 7,597 shares of 4% revolving fund class C stock 
(par $100); 2,000 shares of 4% revolving fund class C 
stock (par $50); and 4,000 shares of 4% revolving fund 
class C stock (par $25). Of the 5,706 shares of 5% 
class B stock, 706 shares are for the account of Fosgate 
Growers Cooperative. Price—At par. Underwriters 
—None. Proceeds—To construct and equip frozen con- 
centrate plant at Forest City, Fla. 


% Fram Corp., East Providence, R. 1. (12/17) 
Nov. 23 filed $2,500,000 of convertible sinking fund 
debentures due 1966. Price — At 100% of principal 
amount. Underwriter—Barrett Herrick & Co., Inc., New 
York. Proceeds — To retire approximately $1,530,000 of 
notes, bank loans, and other indebtedness, and for work- 
ing capital and general corporate purposes. 
*% Fram Corp., East Providence, R. 1. (12/17) 
Nov. 23 filed 100,000 shares of common stock (par 50 
cents). Price—To be supplied by amendment. Under- 
writer—Barrett Herrick & Co., Inc., New York. Proceeds 
—To nine selling stockholders. 

General Telephone Corp. (12/11) 
Nov. 19 filed 240,000 shares of convertible preferred 
stock (par $50). Price—Expected to be not less than $50 
per share. Underwriters — Paine, Webber, Jackson & 
Curtis and Stone & Webster Securities Corp., of New 
York; and Mitchum, Tully & Co., San Francisco, Calif. 
Proceeds—To make additional investments in common 
stock equities of subsidiaries and temporary advances 
to subsidiaries for reduction of their bank loans and for 
use in connection with their 1951 and 1952 construction 
program, and for other general corporate purposes. 
Meeting—Stockholders will vote Dec. 10 on approving 
the new financing. 


Giant Portland Cement Co. 
Nov. 7 (letter of notification) 16,650 shares of. common 
stock (par $1). Price—At market (about $6 per share). 
Underwriter—Craigmyle, Pinney & Co., New York. Pro- 
ceeds—To Louise Craigmyle, the selling stockholder. 


Golconda Mines Ltd., Montreal, Canada 
April 9 filed 750,000 shares of common stock. Price— 
At par ($1 per share). Underwriter—George F. Breen, 
New York. Proceeds—For drilling expenses, repayment 
of advances and working capital. Offering—Date not set. 


Grand Union Co., New York 
Aug. 7 filed 64,000 shares of common stock (par $10) 
to be issued pursuant to an “employees’ restricted stock 
option plan.” Price—To be supplied by amendment. 
Underwriter—None. Proceeds—For general corporate 
purposes. Office—50 Church St., New York. 


*% Granite City Steel Co., Granite City, Ill. 

Nov. 5 filed 102,265 shares of cumulative preferred stock 
(par $100), convertible through Dec. 31, 1961, being 
record Nov. 27 at rate of one preferred share for each 
12% shares of common stock; rights to expire on 
Dec. 10. Price—$100 per share. Underwriters—The 
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First Boston Corp. and Merrill Lynch, Pierce, Fenner & 
Beane, New York. Proceeds—From sale of stock, to- 
gether with proceeds from proposed sale to insurance 
companies of $25,000,000 first mortgage bonds, will be 
added to general funds of the company, for use in con- 
nection with its steel production expansion program. 


* Gulf Sulphur Corp. (12/10-15) 
Nov. 16 filed 400,000 shares of common stock (par 10c). 
Price—$1 per share. Underwriter—Peter Morgan & Co., 
New York. Preceeds—To purchase additional equipment 
and for advances to Compania de Azufre Veracruz, S. A., 
for drilling expenses. Offering—Expected next week. 
Hamilton Manufacturing Co. 
Nov. 15 filed 200,000 shares of common stock (par $5). 
Price—To be supplied by amendment. Underwriters— 
Loewi & Co., Milwaukee, Wis., and A. C. Allyn & Co., 
Inc., Chicago, Ill. Proceeds—For expansion program. 
Offering—Expected today. 


Hawkeye-Security Insurance Co. 

Nov. 5 (letter of notification) 2,000 shares of 5% cumu- 
lative preterred stock (par $50). Price—At market (cur- 
rently $50 per share). Underwriter—Quail & Co., 
Davenport, Ia., and Becker & Cownie, Des Moines, Ia. 
Proceeds — To six selling stockholders. Office — 1017 
Walnut St., Des Moines 9, la. Offering—Temporarily 
delayed. 

Hoover Co., No. Canton, O. 

Oct. 22 (letter of notification) 4,000 shares of common 
stock (par $2.50). Price—$18 per share. Underwriter— 
Hornblower & Weeks, New York. Proceeds—To William 
W. Steele, the selling stockholder. 

Hubbell (Harvey), inc., Bridgeport, Conn. 
Nov. 15 filed 25,000 shares of common stock (par $5). 
Price—To be supplied by amendment. Underwriters— 
Paul H. Davis & Co., Chicago, Ill., and Estabrook & Co., 
Boston, Mass. 
director. Offering-—Expected today. 


* ideal Cement Co., Denver, Colo. 


Nov. 9 filed 250,000 shares of capital stock (par $10) be- 


ing offered in exchange for shares of $10 par stock of 
Pacific Portland Cement Co. of San Francisco on basis 
of one share of Ideal for each two shares of Pacific stock. 
Offer is subject to condition that 80% or more of Pacific 
outstanding stock must be tendered in exchange for Ideal 
stock. If exchange offer is consummated, it is Ideal’s 
intention to operate the Pacific company as a subsidiary. 
Dealer-Managers—Boettcher & Co., Denver. Colo.; J. 
Barth & Co., San Francisco, Calif. Offer—To expire 
Dec. 31. Statement effective Nov. 29. 


* Imperial Oil Ltd., Toronto, Canada 

Oct. 31 filed 2,713,384 shares of capital stock (no par) 
being offered to stockholders of record Nov. 20 for sub- 
scription at rate of one new share for each 10 shares held 
or represented by share warrants; rights to expire 
Dec. 19. Price—$29.50 (Canadian) per share. Under- 
writer—None. Proceeds—For general funds and work- 
ing capital. Statement effective Nov. 16. 


% Indiana Gas & Water Co., Inc. 

Nov. 15 filed 66,000 shares of common stock (par $10) 
being offered tg common stockholders of record Nov. 28 
at rate of one new share for each 10 shares held, with 
rights to expire Dec. 14; employees entitled to purchase 
unsubscribed shares. Price—$21.25 per share. Under- 
writer—Blyth & Co., Inc., New York. Proceeds—-From 
sale of stock, together with funds from sale of $2,000,000 
first mortgage bonds, series B, due 1980, to be used for 
construction program. 


*% indiana Telephone Corp. 

Nov. 13 (letter of notification) 3,000 shares of 4.80% 
cumulative preferred stock, 1951 series. Price—At par 
($100 per share). Underwriter—City Securities Corp., 
Indianapolis, Ind. Proceeds—For working capital. 

inland Steel Co. 

Aug. 27 filed 250,000 shares of capital stock (no par) 
* be issuable upon exercise of stock option issuable 
inder the company’s proposed stock option plan. Price— 
To be 85% of current fair market value of the stock. 
Proceeds—For working capital. 


Kaiser Aluminum & Chemical Corp. (12/17) 
Nov. 27 filed 350,000 shares of cumulative preferred stock 
(par $50), convertible into common stock through 1961. 
Price—To be supplied by amendment. Underwriter— 
The First Boston Corp., New York, and Dean Witter & 
Co., San Francisco, Calif. Proceeds—From sale of stock, 
together with proceeds from private sale to institutional 
investors of $33,500,000 additional first mortgage bonds 
and from $50,000,000 bank loans, to be used to finance 
the company’s $100,000,000 expansion program. 

Kankakee Water Co., Portiand, Me. 
Oct. 29 (letter of notification) 2,186 shares of 54% 
cumulative preferred stock (par $100). Price-—-3S105 per 
share. Underwriter—H. M. Payson & Co., Portland Me. 
Proceeds—For additions and improvements. Office—95 
Exchange Street, Portland 6, Me. ; 


Keever Starch Co., Columbus, Ohio 
aug. 1 (letter of notification) 50,400 shares of common 
stock. Price — At par ($5 per share). Underwriter— 
None. Proceeds—To finance inventories and to purchase 
sapital equipment. Office—538 E. Town St., Columbus, 
Ohio. 


Key Oil & Gas Co., Ltd., Calgary, Canada 
Oct. 3 filed 500,000 shares of common stock. Price—At 
par ($1 per share). Underwriter—None, but sales will 
be made by James H. Nelson, promoter and a director of 
company, of Longview, Wash. Proceeds—To drill well, 
for lease acquisitions and properties held pending devel- 
opment work, and for other corporate purposes. 


Ki Cotton Oil Co., Kingsburg, Calif. — 
Oct. (letter of notification) 2,000 shares of capital 
stock*¢par $1). Price—$4.25 per share. Underwriter— 


Proceeds — To Mrs. Louis E. Roche, a 
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Fewel & Co., Los Angeles, Calif. Preceeds—To Richard 
W. Fewel, the selling stockholder. Address—P. O. Box 
277, Kingsburg, Calif. 
Knorr-Maynard, Inc., Detroit, Mich. 

Oct. 31 (letter of notification) $250,000 of 6% 10-year 
debentures due 1961. Price—At par (in denominations 
of $1,000 each). Underwriter—Lang-Heenan & Co., De- 
troit, Mich. Preceeds — For working capital. Office— 
5743 Woodward Ave., Detroit 2, Mich. 


Kohn & Co., Columbia, S. C. 
Oct. 22 (letter of notification) 925 shares of common 
stock, to be offered to present stockholders for subscrip- 
tion and in exchange for outstanding debentures. Price— 
At par ($100 per share). Underwriter—None. Proceeds 
—To retire debt. Office—1526 Main St., Columbia, S. C. 


Lawyers Title insurance Corp., Richmond, Va. 
Oct. 16 filed 60,000 shares of capital stock (par $5), being 
offered to stockholders of record Nov. 8 at rate of one 
share for each nine shares held; rights to expire Dec. 20. 
Unsubscribed shares will be offered for sale in one lot 
at auction on Dec. 21. Price—At par ($5 per share). 
Underwriter—None. Proceeds—To enlarge capital and 
for investment. Statement effective Nov. 6. 


Long Island Lighting Co. (12/12) 
Oct. 31 filed $25,000.v00 ot first mortgage bonds, series D, 
due 1976. Underwriters—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Blyth & Co., Inc. and The First Boston Corp. 


(jointly); Lehman Brothers; Kidder, Peabody & Co.; 
Smith, Barney & Co.; W. C. Langley & Co.; Union 
Securities Corp.; Equitable Securities Corp.; White, Weld 
& Co. Preceeds—From sale of bonds, together with 
proceeds from sale of 100,000 shares of preferred stock 
(par $100), will be used to retire $14,493,400 of bonds 
of former subsidiaries, to repay bank loans and for con- 
struction program. Bids—-To be opened at 11 a.m. 
(EST) on Dec. 12 at City Bank Farmers Trust Co., 20 
Exchange Place, New York. 


Loven Chemical of California ; 
Oct. 8 (letter of notification) 200,000 shares of capital 
stock. Price—At par ($1 per share). Underwriter— 
None. Proceeds—For working capital. Office — 244 
South Pine St., Newhall, Calif. 


Lubrication Engineers, Inc., Fort Worth, Tex. 
Nov. 20 (letter of notification) 750 shares of common 
stock to be offered first to stockholders, and then to 
public. Price—At par ($100 per share). Underwriter— 
None. Proceeds — For operating capital. Office — 2809 
Race St., P. O. Box 7303, Fort Worth 11, Tex. 


Mathieson Chemical Corp. (12/12) 
Nov. 20 filed 180,000 shares of convertible preferred 
stock, 1951 series (par $100). Priee—To be supplied 
by amendment. Underwriters—Dillon, Read & Co. Inc. 
and Stone & Webster Securities Corp., New York. Pro- 
ceeds—To repay bank loans and to rehabilitate Morgan- 
town Ordnance Works. 


May Brothers Co., Minneapolis, Minn. 

Nov. 23 (letter of notification) $150,000 of 6% subordin- 
ate debentures (with warrants attached entitling holders 
to, purchase a total of 4,500 shares of common stock, par 
$10, at $15 per share). Price—At principal amount (in 
denominations of $1,000 each). Underwriter—J. M. Dain 
& Co., Minneapolis, Minn. Proceeds — For working cap- 
ital. Office—900 No. 4th St., Minneapolis 1, Minn. 


McCormick & Co., Inc., Baltimore, Md. 

Nov .14 filed 500 shares of 5% cumulative preferred stock 
(par $100), 4,000 shares of common voting stock (no par) 
and 6,000 shares of common non-voting stock (no par). 
Price—For preferred, $100 per share, and for both classes 
of common stock, $25 per share. Underwriter — None. 
Preceeds—For working caiptal. Office—414 Light St., 
Baltimore 2, Md. 


Miles Laboratories, Inc., Elkhart, Ind. 
Oct. 12 (letter of notification) 6,000 shares of common 
stock (par $2). Price—Maximum, $18 per share; mini- 
mum, $16.50 per share. Underwriter—Albert McGann 
Securities Co., Inc., South Bend, Ind. Proceeds—To 
Estate of Rachel B. Miles. 


Mineral Products Co., Pittsburg, Kansas 

Oct. 4 (letter of notification) $225,000 of second mort- 
gage 5% bonds to be offered to stockholders in ratio of 
$300 of bonds for each share of stock held as of record 
June 30, 1951, with an oversubscription privilege. Price 
—At principal amount. Underwriter—-None. Proceeds— 
For equipment. Office—314 National Bank Bldg., Pitts- 
burg, Kansas. 


Mohawk Business Machines Corp. 
Nov. 2 (letter of notification) 80,385 shares of common 
stock (par 10 cents). Priee—$1 per share. Underwriter 
—Tellier & Co., New York. Proceeds — For working 
Capital. 


‘Montana Hardwood Co., Inc., Missoula, Mont. 
Sept. 26 (letter of notifictaion) 2,970 shares of 6% re- 
deemable preferred stock (par $100) and 2,970 shares of 
common stock (par $1) to be offered in units of one 
preferred and one common share. Price—$101 per unit. 
Wnderwriter—None. Proceeds — To purchase land and 
erect plant. Office—123 West Main St., Missoula, Mont. 


National Marine Terminal, Inc., San Diego, Calif. 
Oct. 24 (letter of notification) 26,650 shares of 6% cumu- 
lative preferred stock (par $10) and 26,650 shares of 
common stock (par $1) to be offered in units of one 
share of each class of stock. Price—$11 per unit. Under- 
writer—None. Proceeds — For working capital and to 
purchase an additional interest in tuna clippers. Office 
—1592 So. 28th St., San Diego 13, Calif. 


National Motor Bearing Co., Inc. 
Sept. 26 (letter of notification) 3,200 shares of common 
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December 6, 1951 


Texas & Pacific Ry.......----~- Equip. Trusts Ctfs. 
December 7, 1951 

Colorado Fuel & Iron Corp..__--.___-~ Debentures 
December 10, 1951 

Baxter Laboratories, Inc.___._-._._____-- Common 

Carolina Telephone & Telegraph Co.____- Common 

Ne ee ST ye ee ee Common 

Guardian Loan Co., Ine.________-__---_- Preferred 

i IIE IE At IT Common 

I I Tcl Common 
December 11, 1951 

Broderick & Bascom Rope Co.__________- Common 

Central Telephone Co.._.......---.-_... Preferred 

General Telephone Corp.____-_.._____-_- Preferred 

Wa DESEO S ide Ceol cdl ce _.Debentures 


Virginia Electric & Power Co. 11 a.m. (EST)_Bonds 


December 12, 1951 
Long Island Lighting Co. 11 a.m. (EST)____Bends 


Mathieson Chemical Corp.______________Preferred 
Missouri-Kansas-Texas RR. 

BeGOt. CH i scdume dadonsunds Equip. Trusts Ctfs. 
Public Service Co. of New Hampshire 

REC CH hich adiies cca nnd sn Sek Common 

December 13, 1951 

pe A Lt _y Sn |e ea Preferred 
O’Brien Brothers, 3 p.m. (EST)____._______ Capital 


Penn Fruit Co., Inc._________Common & Preferred 


December 17, 1951 


BUG GAEEK ce ceccculpscedneéiawsns suds 
ke a er eee Miietsin baidesilis dad Common 
Iowa Southern Utilities Co.._._._.___._____Preferred 
Kaiser Aluminum & Chemical Corp..____Preferred 


December 18, 1951 
Chicago, Rock Island & Pacific RR. 


Noon (CST)-__--.-.--_-...--.._Equip. Trusts Ctfs. 
Federated Department Stores, Inc.__._.__._.. Common 
Lindemann (A. J.) & Hoverson Co.______- Common 
Niagara Frontier Transit System, Inc. 

ft Se 5 ME Rei 
Niagara Mohawk Power Corp. 

Ces 2 | ee 
Niagara Mohawk Power Corp. 

11:30 a.m. (EST)-.- _.Bonds 


Suburban Propane Gas Corp... Debentures & Pfd. 
Vertientes-Camaguey Sugar Co. of Cuba__Common 


December 27, 1951 


7 


American Bosch Corp.________-_-. ___Preferred 
January 3, 1952 
Dow Chemical Co.___-- Oe aa _.Common 


January 22, 1952 
Indiana & Michigan Electric Co..____Bends & Notes 


January 30, 1952 
United Gas Corp. 11:30 a.m. (EST) _- 





stock (par $1). Price—$31.25. per share. Underwriter— 











Blyth & Co., Inc., Los Angeles, Calif. Proceeds—To Lloyd 
A. Johnson, President, who is the selling stockholder. 


National Plumbing Stores Corp. 
Oct. 15 (letter of notification) $123,500 of 20-year 34% 
income notes due Oct. 1, 1971. Price—100%. Under- 
writers—None. Proceeds—For general corporate pur- 
poses. Office—79 Cliff Street, New York, N. Y. 


Nebraska Central Telephone Co., Gibbon, Neb. 
Oct. 30 (letter of notification) $55,000 of first mortgage 
4%25% bonds, series A, due Nov. 15, 1971. Price—At 102 
and accrued interest. Underwriter — Wachob-Bender 
Corp., Omaha, Neb. Proceeds—To redeem $27,000 44%% 
bonds otustanding, to repay bank loans and for other 
corporate purposes. 


% Niagara Mohawk Power Corp. (12/18) 
Nov. 27 filed $15,090,000 of general mortgage bonds, se- 
ries due 1981, and 1,000,000 shares of common stock 
(no par). Underwriters—To be deciermined by competi- 
tive bidding. Probable bidders for bonds: Halsey, Stuart 
& Co. Inc.; Morgan Stanley & Co.; Kuhn, Loeb & Co.; 
The First Boston Corp.; Kidder, Peabody & Co. and 
White, Weld & Co. (jointly). Probable bidders for stock: 
Merrill Lynch, Pierce, Fenner & Beane; The First Boston 
Corp.; Morgan Stanley & Co. Proceeds — To repay 
$35,000,000 bank loans and for new construction. Bids— 
Tentatively expected to be opened on Dec. 18, the com- 
mon stock at 11 a.m. (EST) and the bonds at 11:30 a.m. 
(EST). 

Norden Laboratories Corp. (Conn.) 
Nov. 9 filed 400.000 shares of common stock (par $1) 
to be offered to public, together with an additional 
90,000 shares reserved for issuance upon the exercise of 
warrants. Price—Expected at $3 per share. Under- 
writer—Van Alstyne Noel Corp., New York. Pro- 
eeeds—To purchase additional equipment and for work- 
ing capital. Offering—Temporarily delayed. 
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Nu-Enamel Corp., Chicage, ll. 
Nov. 8 (letter of notification) $220,000 of 5% convertible 
notes, dated Dec. 1, 1951, and due Dec. 1, 1959. Price— 


At par (in denominations of $100 each). Underwriter— 
None. Proceeds—For working capital. Offiee—444 Lake 
Shore Drive, Chicago, Ill. 


Oliver Corp., Chicago, Ill. 

Nov. 16 filed 54,325 shares of common stock (par $1), of 
which 51,250*shares are to be offered in exchange for 
$5 par common stock of A. B. Farquhar Co. (Pa.) at rate 
of one Oliver share for each four Farquhar shares, sub- 
ject to aceeptance of such offer by holders of at least 
99% of outstanding Farquhar stock (or such lesser 
amount, not less than 80%, as may be approved by 
Oliver). Underwriter—None. 


Overseas Merchants Corp. 
Nov. 16 (letter of notification) 10 shares of common stock 
(no par). Price—$1,000 per unit. Underwriter—E. M. 
Warburg & Co. Inc., New York. Preceeds—To Eric M. 
Warburg, the selling stockholder. Office—52 William 
St., New York. 


Pacific Finance Corp. of California 

Nov. 15 filed 147,687 shares of common stock (par $10) 
to be offered in exchange for common stock of Contract 
Purchase Corp. in the ratio of 1% shares of Pacific com- 
mon for each Contract Purchase Corp. share. The offer is 
subject to acceptance of at least 80% of the outstanding 
shares of Contract and will expire on or about Dec. 21. 
Underwriter—None. 


Pacific Telecoin Corp., San Francisco, Calif. 
Sept. 14 (letter of notification) 59,000 shares of common 
stock (par 10 cents). Price—50 cents per share. Under- 
writer—Gearhart, Kinnard & Otis, Inc., New York. Pro- 
ceeds—For working capital. Office—1337 Mission St., 
San Francisco, Calif. 


‘Pacific Telephone & Telegraph Co. 

Oct. 19 filed 633,274 shares of sommon stock being of- 
fered for subscription by common and preferred stock- 
holders in the ratio of one share of common stock for 
each nine shares of common and/or preferred stock held 
as of Nov. 27; with rights to expire on Dec. 28. Price— 
At par ($100 per share). Underwriter—-None. Proceeds 
—To reduce bank loans and for plant improvements. 
Statement effective Nov. 20. 


Paper Corp. of United States (N. Y.) 
Nov. 26 (letter of notification) $100,000 of 10-year profit- 
sharing 5% to 8% debentures due Dec. 1, 1961. Price— 
At principal amount with interest at rate of 8% per 
annum from Dec. 1, 1951. Underwriter—None. Pro- 
ceeds—For working capital. Office—630 Fifth Avenue, 
New York 20, N. Y. 


Peabody Coal Co. 
March 26 filed 160,000 shares of 54%% prior preferred 
stock (par $25). Price — To be supplied by amendment 
Underwriter—A. C. Allyn & Co., Inc., Chicago, Ill. Pro- 
ceeds—For construction program. Offering—Indefinitely 
postponed. 


Penn Controls, Inc., Goshen, Ind. (12/10) 
Oct. 25 filed 100,000 shares of common stock (par $2.50). 
Price—To be supplied by amendment. Underwriter—F. 
S. Moseley & Co., Boston, Mass. Proceeds—For expan- 
sion program and working capital. 


Penn Fruit Co., Inc., Philadelphia, Pa. (12/13) 
Nov. 21 filed 30,000 shares of 5% cumulative convertible 
preferred stock (par $50) and 60,000 shares of common 
stock (par $5), the preferred to be sold for the company’s 
account and the common stock for the account of six sell- 
ing stockholders. Price—To be supplied by amendment. 
Underwriter—Hemphill, Noyes, Graham, Parsons & Co., 
New York. Proeceeds—To company, to reimburse treasury 
for expenditures made for fixtures and equipment and 
the balance will be added to working capital. 


Pennsylvania Salt Mfg. Co. 
Nov. 7 filed 88,467 shares of common stock (par $10) 
to be offered in exchange for common stock of Sharples 
Chemicals Inc. on basis of 5.15 shares of Pennsylvania 
Salt stock for each Sharples share (conditioned upon 
deposit for exchange of at least 13,748 of the 17,184 out- 
standing shares of Sharples stock). Underwriter—None. 


Perfecting Service Co., Charlotte, N. C. 

Nov. 19 (letter of notification) $125,000 of 6% 10-year 
sinking fund debentures (with warrants attached entit- 
ling hold to subscribe to an aggregate of 250 shares of 
common stock, par $100, on or before noon Oct. 12, 1961 
at $115 per share). Price—At principal amount (in units 
of $1,000 each). Underwriter—R. S. Dickson & Co., Char- 
lotte, N. C. Proceeds—To retire mortgage on machinery 
and buildings and for working capital. 


Pittsburgh Plate Glass Co. 
June 27 filed 450,000 shares of common stock (par $10) 
to be offered to certain employees of the company and 
Its subsidiaries under a stock option plan. Price—At 
85% of the market price on the New York Stock Ex- 
change at time options are granted. Underwriter—None. 
Proceeds—For working capital. 


Procter & Gamble Co., Cincinnati, O. 
Nov. 14 filed 300,000 shares of common stock for sale 
to certain employees under the terms of the Procter & 
Gamble Stock Option Plan. 


% Public Service Co. of New Hampshire (12/12) 

Nov. 9 filed 235,809 shares of common stock (par $10). 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Kidder, Peabody & Co. and Blyth & 
Co., Inc. (jointly); The First Boston Corp.; Harriman 
Ripley & Co., Inc, Preceeds—To reduce short-term bor- 
rowings and for construction program. Bids—To be 
received up to 11 a.m. (EST) on Dec. 12 at Room 170, 
Parker House, Tremont and School Streets, Boston, Mass. 


Continued on page 36 
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Puritan Life Insurance Co., Providence, R. I. 
Oct. 9 (letter of notification) 2,000 shares of capital stock 
$25). Price—$75 per share. Underwriter—None. 
eds — For working capital. Office-— Turks Head 
Bidg., Providence 1, R. L 
. Queen City Fire Insurance Co. 
/Wov. 5 (letter of notification) 500 shares of common stock 
aper $100) to be offered to stockholders of record about 
ov. 12. Price — $400 per share. Underwriter — None. 
Proceeds—For working capital. Office—Sioux Falls, S. D. 
Ritchie Associates Finance Corp. 
Bept. 18 (letter of notification) $200,000 of 6% 15-year 
@ebentures, dated July 1, 1951, to be issued in multiples 
of $100. Underwriter—Cohu & Co., New York. Proceeds 
—To retire debts and purchase building. Office—2 East 
Church St., Frederick, Md. 
Seaboard Finance Co. 
Nov. 21 (letter of notification) 5,000 shares of common 
stock. Price — At market (approximately $19.6242 per 
share). Underwriter — None. Proceeds—To William A. 
Thompson and Elsie Thompson, selling stockholders. 
Seattie Steam Corp., Seattie, Wash. 
Oct. 12 (letter of notification) 3,000 shares of class B 
stock. Price—At par ($100 per share). Underwriter— 
None. Proceeds—To pay part of purchase price of 
Seattle steam heating properties and for working capital. 
Office—1411 Fourth Ave., Seattle, Wash. 
Silex Co., Hartford, Conn. 
Oct. 19 (letter of notification) 53,750 shares of common 
stock (no par) being offered for subscription by com- 
mon stockholders of record Nov. 13 at rate of one share 
for each four shares held; rights to expire Nov. 30. 
Price—$5 per share. Underwriter—None, but unsub- 
scribed shares will be purchased by two individuals. 


Proceeds—For working capital. Office—80 Pliny Street, 
Hartford, Conn. 


Silver Buckie Mining Co., Wallace, Ida. 
Sept. 25 (letter of notification) 290,000 shares of com- 
mon stock (par 10 cents). Price—32% cents per share. 
Underwriter—Standard Securities Corp., Spokane, Wash., 
and Kellogg, Idaho. Proceeds — To six selling stock- 
holders. Address—Box 469, Wallace, Idaho. 


Skyway Broadcasting Co., Inc., Ashville, N. C. 
Sept. 10 (letter of notification) 6,000 shares of common 
stock. Price—$50 per share. Underwriter—None. Pro- 
eeeds—For construction and operating capital for a pro- 
posed television station. 

Snoose Mining Co., Hailey, Idaho 
July 19 (letter of notification) 1,000,000 shares of com- 
mon stock. Price—At par (25 cents per share). Under- 
writer—E. W. McRoberts & Co., Twin Falls, Ida. Proceeds 
—For development of mine. 

Sonic Research Corp., Boston, Mass. 

Oct. 8 (letter of notification) 9,000 shares of common 
stock (no par). Price—$20 per share. Underwriter— 


None. Proceeds—For working capital. Office—15 Char- 
don St., Boston, Mass. 


Southwestern Associated Telephone Co. 
June 15, filed 17,500 shares of $5.50 cumulative pre- 
ferred stock (no par). Price—To be supplied by amend- 
ment. Underwriters—Paine, Webber, Jackson & Curtis 
and Stone & Webster Securities Corp., both of New 
York, and Rauscher, Pierce & Co., Inc., Dallas, Texas. 
Proceeds—To retire $1,500,000 of bank loans and the 
balance added to general corporate funds. Offering — 
Postponed. 

Soya Corp. of America 
Nov. 13 (letter of notification) 9,600 sharcs of common 
stock (par 1 cent). Price — At market (approximately 
40 cents per share). Underwriter—Jacquin, Stanley & 


Co., New York. Proceeds—To underwriter for services 
rendered. 


Specialized Products Corp., Birmingham, Ala. 
Sept. 26 (letter of notification) 50,000 coma of ‘common 
stock Price—$1 per share. Underwriter—Carlson & Co., 
Birmingham, Ala. Proceeds—For operating capital and 
@dvertising costs. Office—2807 Central Ave., Birming- 
ham 9, Ala. 

Stanzona Petroleum Corp., Phoenix, Ariz. 
Nov. 21 (letter of notification) 287,070 shares of common 
stock. Price—At par ($1 per share). Underwriter— 
None. Proceeds—To acquire oil properties and for 


working capital. Address—P. O. Box 1468, Phoenix, 
Arizona. 


Suburban Propane Gas Corp. (12/18) 
Wov. 23 filed $3,500,000 of sinking fund debentures due 
Dec. 15, 1966, and 100,000 shares of cumulative convert- 
ible preferred stock (par $50), convertible prior to Jan. 
i, 1962. Price—To be supplied by amendment. Under- 
writer—Eastman, Dillon & Co., New York. Proceeds—To 
@inance purchase of outstanding capital stock and long- 


term notes of Rulane Gas Co. of Charlotte, N. C., and 
for working capital. 


Texas Southeastern Gas Co., Bellville, Tex. 
May 16 (letter of notification) 19,434 shares of common 
stock to be offered to common stockholders through 
transferable warrants. Price — At par ($5 per share). 
Underwriter—None. Proceeds—For working capital. 

Thatcher Glass Mfg. Co. 


Nov. 14 (letter of notification) 3,000 shares of common 
stock (par $5). Price—At market (about $15 per share). 
Underwriter—Coleman, Fagan & Co. (as brokers) clear- 
ing through L. F. Rothschild & Co., New York, Proceeds 


-—To Mrs. Helene Le Berthon Pollock 
ree Ollock, the selling 


Thermoid Co., Trenton, N. J. 


ov. 7 filed memberships in the Employees’ Thrift Bonus 
Plan and shares of capital stock (preferred or common) 
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to be offered to 1,500 Thermoid employees. The maxi- 
mum number of shares of preferred and common stock 
which may be purchased by the Trust will not exceed 
16,500 and 60,000, respectively. Underwriter — None. 
Statement effective Nov. 25. 


Toklan Royalty Corp., Tulsa, Okla. 
Oct. 11 (letter of notification) 25,000 shares of common 
stock (par 70 cents). Price—$4.50 per share. Under- 
writer—None. Proceeds—To purchase for investment 
450,000 shares of capital stock of Palmer Stendel Oil Co. 
Office—635-644 Kennedy Building, Tulsa, Okla. 


United Fire & Casualty Co., Cedar Rapids, lowa 
Nov. 16 (letter of notification) 2,161 shares of capital 
stock (par $10) to be offered for subscription by stock- 
holders. Price—$26 per share. Underwriter—None. Pro- 
ceeds—To restore capital. Office—810 First Ave., N. E., 
Cedar Rapids, Ia. 


% United Merchants & Manufacturers, Inc., N. Y. 
Nov. 2 filed 300,000 shares of common stock (par $1) to 
be issuable under “The Employees Stock Purchase Plan 
and The Executive Employees Restricted Stock Option 
Plan.” Underwriter—None. Proceeds—For general cor- 
porate purposes. Statement effective Nov. 29. 


United States Radiator Corp., Detroit, Mich. 
Oct. 22 (letter of notification) 5,085 shares of preferred 
stock (par $50). Price—At market (estimated at $44 per 
share). Underwriter — None. Proceeds — For working 
capital. Office—300 Buhl Bldg., Detroit 25, Mich. 

U. S. Rubber Reclaiming Co., Inc. 

Nov. 2 (letter of notification) 4,224 shares of common 
stock (par $1). Price—At market, but not less than $5 
per share. Underwriter—None, but Ladenburg, Thal- 


mann & Co., New York, will act as broker. Proceeds—To 
selling stockholder. 


Van Norman Co., Springfield, Mass. (12/11) 

Nov. 21 filed $2,500,000 of convertible sinking fund 
debentures due Dec. 1, 1971. Price—To be supplied by 
amendment. Underwriter—Paine, Webber, Jackson & 
Curtis, Boston, Mass. Proceeds—For machinery and 
working capital. 
* Vertientes-Camaguey Sugar Co. of Cuba (Com- 

pania Azucerera Vertientes-Cameguey de 

Cuba) (12/18) 
Nov. 23 filed 481,307 shares of common stock to be of- 
fered to common stockholders of record Dec. 18, 1951 at 
rate of one share for each two shares held, with an over- 
subscription privilege; rights expire Jan. 18. Price—At 
par ($6.50 per share). Underwriter—None. Proceeds— 
To reduce short-term indebtedness and for working 
capital. 


* Victoreen Instrument Co., Cleveland, O. 

Nov. 19 (letter of notification) 25,000 shares of common 
stock (par $1). Price—At market (about $4 per share). 
Underwriter — Barrett Herrick & Co., Inc., New York. 
Proceeds—T» Mr. and Mrs. John A. Victoreen, the sell- 
ing stockholders. Offering—Not immediately planned. 


Victoreen Instrument Co., Cleveland, Ohio 
Nov. 16 (letter of notification) 7,266 shares of common 
stock (par $1). Price—At market (approximately $4.3744 
per share. Underwriter—Saunders, Stiver & Co., Cleve- 
land, O. Proceeds — To Ernest A. Benson, the selling 
stockholder. Office—3800 Perkins Ave., Cleveland, O. 


Viking Plywood & Lumber Corp., Seattle, Wash. 
Oct. 19 filed 22,500 shares of common stock (no par) to 
be offered to employee-stockholders in minimum units 
of 125 shares per unit. Price—$20 per share. Under- 
writer—None. Proceeds—To purchase 50% of capital 
stock of Snellstrom Lumber Co. 


* Virginia Electric & Power Co. (12/11) 

Nov. 9 filed $20,000,000 first and refunding mortgage 
bonds, series I, due Dec. 1, 1981. Underwriter — To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Stone & Webster Securities 
Corp.; White, Weld & Co.; Union Securities Corp.; Salo- 
mon Bros. & Hutzler. Proceeds — For tonstruction ex- 
penditures. Bids—To be received up to 11 a.m. (EST) 


on Dec. 11 at 11 Broad Street, New York, N. Y. State- 
ment effective Nov. 29. 


Vulcan Iron Works, Wilkes-Barre, Pa. 
Oct. 17 (letter of notification) not to exceed 17,000 shares 
of common stock (par 50 cents). Price—At the market 
(approximately $2 to $2% per share). Underwriter— 
None, but Eaton & Co., New York, will handle sales on 
the over-the-counter market. Proceeds—To John A. 
Reberts, Chairman, who is the selling stockholder. 


Westinghouse Electric Corp., Pittsburgh, Pa. 
Nov. 27 filed 500,000 shares of common stock (par 
$12.50) to be offered under the company’s “restricted 
stock option plan” to certain ofifcers and executive em- 
ployees. Underwriter—None. Proceeds—For general cor- 
porate purposes. 


Prospective Offerings 


Allied Electric Products, Inc., Irvington, N. J. 
Nov. 9, Nathan Chirelstein, Chairman, said it is probable 
that the company within a short time will register with 
the SEC an issue of long-term convertible debentures, 
part of which will be offered in exchange for any out- 
standing three-year convertible notes dated Nov. 1, 1951. 
Underwriter—Hill, Thompson & Co., Inc., New York. 


Atlantic Coast Line RR. 
Sept. 14 it was stated that the company may refund its 
outstanding $22,388,000 first consolidated mortgage 4% 
bonds due July 1, 1952. Probable bidders: Halsey, Stuart 
& Co. Inc.; Morgan Stanley & Co.; Kuhn, Loeb & Co.; 


The First Boston Corp. Offering expected some time in 
November. 


Bing & Bing, Inc. 
Aug. 30 it was reported company is contemplating sale 
of additional common stock following approval of 
3-for-1 stock split (approved Sept. 5.) Traditional under- 
writer: Lehman Brothers. 


* Black, Sivalis & Bryson, Inc. 

Nov. 30 stockholders approved a proposal to authorize 
a new issue of 25,000 shares of 4%4% cumulative pre- 
ferred stock (with common stock purchase warrants at- 
tached). To be placed privately. 


Central Louisiana Electric Co., Inc. 
Oct. 10 it was reported company plans in this year to 
issue and sell $4,000,000 of debentures due 1971. Under- 
writers—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Lee Higginson 
Corp., W. C. Langley & Co. and Carl M. Loeb, Rhoades 
& Co. (jointly). 


® Chicago, Rock Island & Pacific RR. (12/18) 
Bids will be received up to noon (CST) on Dec. 18 at 
the office of the Treasurer of the company, Room 1136, 
LaSalle Street Station, Chicago 5, Ill, for the purchase 
from the company of $4,950,000 equipment trust certifi- 
cates, series L, to be dated Jan. 1, 1952, and to mature 
in 30 equal semi-annual instalments from July 1, 1952, to 
Jan. 1, 1967, inclusive. Probable bidders: Halsey, Stuart 
& Co. Inc.; Salomon Bros. & Hutzler. 


Chicago & Western Indiana RR. 

June 2 it was reported company expects to be in the 
market late this year or early in 1952 with a new issue 
of approximately $70,000,000 of first mortgage bonds, 
due 1981, of which about $65,000,000 will be sold ini- 
tially. Price—Not less than par. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; Lee 
Higginson Corp.; Harris, Hall & Co. (Inc.); Drexel & 
Co.; Kuhn, Loeb & Co. and Salomon Bros. & Hutzler 
(jointly); Harriman Ripley & Co., Inc.; First Boston 
Corp.; Lehman Brothers; Paine, Webber, Jackson & 
Curtis; Kidder, Peabody & Co. Proceeds—To refund 
$49,988,000 of 4% non-callable consolidated first mort- 
gage bonds due July 1, 1952, and to redeem $13,747,000 
first and refunding mortgage 4%4% bonds, series D, due 
Sept. 1, 1962. The remainder will go towards property 
improvements, etc. 


Cincinnati Gas & Electric Co. 

April 7 it was reported company expects to market late 
this year or early in 1952 between $25,000,000 and 
$30,000,000 of new bonds. Probable bidders: Halsey, 
Stuart & Co. Inc.; Morgan Stanley & Co.; Kuhn, Loeb & 
Co. and Salomon Bros. & Hutzler (jointly); Blyth & Co., 
Inc., and The First Boston Corp. (jointly); Union Securi- 
ties Corp.; Glore, Forgan & Co. and White, Weld & Co. 
(jointly); Lehman Brothers; Harriman Ripley & Co., 
Inc.; Merrill Lynch, Pierce, Fenner & Beane. Proceeds 
will be used for construction program. 


® Columbia Gas System, Inc. . | 
Nov. 26 it was announced that it is the present intention 
of the company to sell securities in 1952 for the purpose 
of refunding the $20,000,000 of 24%% bank notes due 
June 15, 1952. The type or aggregate amount of securi- 
ties which may be sold during 1952 cannot be determined 
at this time. 


Consolidated Grocers Corp. 
Oct. 8 it was stated company plans issuance and sale of 
$10,000,000 of preferred stock (par $50). Underwriter—A, 
C. Allyn & Co., Inc., New York. Proceeds—To retire 
present outstanding 5% preferred stock and to expand 
output of company’s eight divisions. 


Cott Beverage Corp., New Haven, Conn. 
Aug. 22 it was stated that the company plans issuance 
and sale “of 30,000 shares of preferred stock (par $10), 
each share to carry a bonus of common stock. Under- 
writer—Ira Haupt & Co., New York. Proceeds—For ex~- 
pansion program. 


County Gas Co., Atlantic Highlands, N. J. 
Nov. 15 it was announced company will pay about $15,- 
000,000 for the gas properties of Jersey Central Power & 
Light Co. Method and type of securities to be sold to 
finance this purchase not yet determined. 


Dayton Power & Light Co. 

Nov. 13 it was reported that company may soon do some 
additional financing in connection with its construction 
program. Underwriters—For any bonds to be determined 
by competitive bidding. Probable bidders: Halsey, Stu- 
art & Co. Inc.; Morgan Stanley & Co.; Blyth & Co., Inc. 
and The First Boston Corp. (jointly); Lehman Brothers; 
Union Securities Corp.; Merrill Lynch, Pierce, Fenner 
& Beane; Harriman Ripley & Co., Inc. If common stock, 
underwriters may include Morgan Stanley & Co. and 
W. E. Hutton & Co. 


Eastern Stainless Steel Corp. 
Oct. 25 the stockholders approved a proposal increasing 
the authorized capital stock to 750,000 shares from |) 
500,000 shares, of which 420,000 shares are outstanding. |} 
Additional shares may be issued to stockholders, and 
the proceeds used for expansion. Traditional under- |) 
writer: J. Arthur Warner & Co. Inc., New York. 


Florida Power Corp. 
Nov. 27, it was announced stockholders will vote Jan. 11 
on approving an amendment to constitute 51,550 shares 
of presently authorized but unissued preferred stock as 
a new series of convertible preferred stock. The new 
series of preferred stock would be issued and sold free 
of preemptive rights of holders of common stock. 


Foote Bros. Gear & Machine Corp. 
Oct. 25 it was reported that company may offer addi-|/ 
tional common stock early next year. Probable under- 
writer—A. C. Allyn & Co., Inc., Chicago, Il. 
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Fort Dodge, Des Moines & Southern Ry. 
Nov. 1 company applied to ICC for authority to issue 
and sell $750,000 first mortgage bonds. Proceeds will 
be used to build additional power plant facilities. 


Hahn Aviation Products, Inc. 
Aug. 24 it was announced. company proposes to offer 
12,500 additional common stock (par $1), in addition to 
17,500 shares recently offered. Underwriter — None. 
Proceeds — For engineering, acquisition of machinery 
and other corporate purpeses. Office—2636 No. Hutchin- 
son St., Philadelphia 33, Pa. 

iMlinois Bell T Co. 
June 27 W. V. Kahler, President, announced that this 
company (approximately 99.31% owned by American 
Telephone & Telegraph Co.) plans issuance and sale, 
sometime before the end of the year, of 682,454 addi- 
tional shares of capital stock to its stockholders. Under- 
writer—None. Proceeds—To repay short-term loans and 
for new construction. 

IMinois Central RR. 
Nov. 16, the directors authorized, pending a favorable 
market, the issue and sale of up to $25,000,000 of consoli- 
dated mortgage bonds. Underwriters — May be deier- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Kuhn, Loeb & Co.; Morgan Stanley & 
Co. Proceeds — To retire debt maturing in next four 
years and to replace depleted working capital. 

indiana & Michigan Electric Co. (1/22) 
Nov. 20 it was announced company plans to issue and 
sell $17,000,000 of first mortgage bonds due 1982 and 
$6,000,000 of serial notes due 1956 to 1967, inclusive. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp.; Union Securities Corp.; Harriman Ripley 
& Co., Inc. Proceeds—To repay bank loans and for new 
construction. Registration—Expected Dec. 19. Bids— 
Expected to be received on Jan. 22. 
® Interstate Power Co. 
Nov. 28 it was reported company plans to issue and sell 
about $2,000,000 of first mortgage bonds and $3,000,000 of 
common stock before April 15, 1952. Underwriters—To 
be decided by competitive bidding. Probable bidders 
for bonds: Halsey, Stuart & Co. Inc.; White, Weld & Co.; 
Merrill Lynch, Pierce, Fenner & Beane; Smith, Barney 
& Co.; Salomon Bros. & Hutzler. Probable bidders for 
common stock: Blyth & Co., Inc.; Lehman Brothers; 
Merrill Lynch, Pierce, Fenner & Beane and Kidder, Pea- 
body & Co. (jointly); Smith, Barney & Co.; Harriman 
Ripley & Co. Inc. 

lowa-iilinois Gas & Electric Co. 
Oct. 8 it was announced that the company contemplates 
issuance and sale over the next three years of about 
60,006 shares of preferred stock (par $100) or $6,000,000 
in debentures; also an issue of about $12,000,000 in first 
mortgage bonds. Underwriters—For bonds, to be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Harriman Ripley & Co., Inc., Union 
Securities Corp. and White, Weld & Co. (jointly); Equit- 
able Securities Corp.; Glore, Forgan & Co.; Harris, Hall 
& Co. (Inc.); Lehman Brothers; Blyth & Co.; The First 
Boston Corp.; Smith, Barney & Co. The following may 
bid for preferred stock: Blyth & Co., Inc.; Merrill Lynch, 
Pierce, Ferner & Beane; Kidder, Peabody & Co., in addi- 
tion to those mentioned as probable bidders for the 
bonds, with the exception of Halsey, Stuart & Co. Inc. 
Proceeds from the sale of the preferred stock or deben- 
tures (probably late this year) will be used to retire a 
$6,000,000 bank loan used to finance, in part, the com- 
pany’s construction program. 
% lowa Southern Utilities Co. 
Nov. 14 it was announced company plans to issue and 
sell in the near future first mortgage bonds and con- 
templates sale of approximately $5,000,000 additional 
securities in 1953. Previous bond financing was done 
privately. Proceeds from bond sale, to repay $7,000,000 
bank loans. Registration—Of preferred stock, see a 
preceding column. 
® Kansas City Stock Yards Co. 
Dec. 4 it was announced stockholders will vote Dec. 12 
on approving a proposal to issue $4,739,000 of 40-year 
5% debentures in exchange for the outstanding 47,390 
shares of $100 par preferred stock on a basis of $100 of 
debentures for each preferred share. 

Kellogg Co., Battle Creek, Mich. 
Oct. 30 it was reported Kellogg Foundation (said to be 
the owner of about 50% of the outstanding $1 par stock) 
may dispose of some of its holdings. Underwriter— 
Probably Morgan Stanley & Co., Clark, Dodge & Co. 
and Glore, Forgan & Co., New York. 

Laclede Gas Co. 
Nov. 10 it was announced company has requested Missis- 
sippi River Fuel Corp. to dispose of its Laclede Gas Co. 
(248,400 shares, or 8.2% of total 3,039,860 shares out- 
Standing). Latter has appealed to Missouri P. S. Com- 
mission and the SEC. 
%* Marshall Field & Co., Chicago, Ill. 
Nov. 28 it was reported company may be planning issu- 
ance and sale of 150,000 shares of $100 par convertible 
preferred stock. Underwriters—Glore, Forgan & Co. 
and Lee Higginson Corp. 

McKesson & Robbins, Inc. 
Oct. 23 stockholders approved a proposal to increase 
authorized common stock by 500,000 shares to 2,500,000 
shares. No immediate financing contemplated. Prob- 
able underwriter: Goldman, Sachs & Co., New York. 

Mengel Co. 
Aug. 10, Alvan A. Voit, President, stated that the com- 
pany plans to spend from $15,000,000 to $20,000,000 for 
expansion, but that plans for financing have not yet 
gn completed. Traditional underwriter—F. S. Moseles 
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Merritt-Chapman & Scott Corp. 
Oct. 23 it was announced stockholders will vote Jan. 15, 
1952 on approving the creation of an authorized issue of 
100,000° shares of convertible preferred stock (par $50). 
Underwriter—Carl M. Loeb, Rhoades & Co. Pr 
For expansion program. 


Middie East Industries Corp., N. Y. 
Oct. 31 it was announced company plans to expand its 
capitalization in the near future and to register its 
securities with the SEC preliminary to a large public 


offering, the funds to be used to build new industrial 
projects in Israel. 


Mississippi Valley Gas Co. 
Nov. 19, it was announced that subject to approval of 
SEC and FPC Equitable Securities Corp. has agreed to 
purchase the natural gas properties of Mississippi Power 
& Light Co. for approximately $11,000,000, effective 
about Jan. 1, 1952. It is planned to organize Mississippi 
Valley Gas Co. to operate these properties and later 
expects to issue and sell first mortgage bonds and com- 
mon stock, following final approval by the Commissions. 


® Missouri-Kansas-Texas RR. (12/12) 

Bids will be received by the company up to noon (CST) 
up to Dec. 12 at Room 1506, Railway Exchange Bldg., St. 
Louis 1, Mo., for the purchase from it of $3,300,000 equip- 
ment trust certificates, series 1952, to be dated Jan. 15, 
1952, and mature in 30 equal semi-annual instalments 
from July 1, 1952, to and including Jan. 1, 1967. Probable 


bidders: Halsey, Stuart & Co. Inc.; Salomon Bros, & 
Hutzler. 


® National Union Radio Corp. 

Nov. 29, Kenneth C. Meinken, President, announced com- 
pany plams to raise more than $5,000,000 of “new money” 
through sale of stock or from loans. Proceeds—For ex- 


pansion program, involving a new plant to be constructed 
in Philadelphia, Pa. 


New England Power Co. 
Sept. 6 it was reported that company plans to sell about 
50,000 shares of preferred stock later this year. Under- 
writers—To be determined by competitive bidding. Prob- 
able bidders: Lehman Brothers; Equitable Securities 
Corp. and Carl M. Loeb, Rhoades & Co. (jointly); The 
First Boston Corp.; Merrill Lynch, Pierce, Fenner & 
Beane; Kidder, Peabody & Co.; The First Boston Corp.; 
W. C. Langley & Co.; Harriman Ripley & Co.,Inc. Pro- 


ceeds—To repay bank loans and for construction pro- 
gram. 


® Niagara Frontier Transit System, Inc. (12/18) 
Nov. 26 it was announced that J. W. Van Allen and H. W. 
Keitzel, trustees of International Ry. Co., will receive bids 
up to 5 p.m.(EST) on Dec. 18 for the purchase from them 
of all or part of 1,515 shares of common stock of Niagara 
Frontier representing the fractional shares arising in 
connection with the distribution made to approximately 
3,300 creditors as provided in International’s plan of re- 
organization. Bids will be received by the trustees, 
c/o the U. S. District Court for the Western District of 
New York, Niagara Square, Buffalo, N. Y. The net pro- 
ceeds will be distributed to persons entitled thereto un- 
der the reorganization plan. 


Northern Natural Gas Co. 

Nov. 16 it was reported that permanent financing is not 
expected to be concluded until 1952 (probable in Janu- 
ary or February) to repay $42,000,000 of bank loans and 
to provide additional funds for company’s construction 
program. This financing may consist of about $32,000,000 
of debentures and $18,000,000 of common stock. Latter 
may be offered to common stockholders, without under- 
writing. Probable bidders for debentures: Halsey, Stuart 
& Co. Inc.; Blyth & Co., Inc.; The First Boston Corp. and 
Kidder, Peabody & Co. (jointly). 


Northern States Power Co. (Minn.) 
Oct. 25 it was announced company estimates that ap- 
proximately $32,500,000 of new money will be required 
to finance its construction program for 1951 and 1952 
through the sale next year of common stock, and senior 
securities. Probable bidders for stock and bonds: Smith, 
Barney & Co.; The First Boston Corp.; Glore, Forgan 
& Co.; Lehman Brothers and Riter & Co. (jointly); 
Equitable Securities Corp.; Union Securities Corp.; Mer- 
rill Lynch, Pierce, Fenner & Beane; Kidder, Peabody 
& Co. and White, Weld & Co. (jointly). Probable bidder 
on bonds only: Halsey, Stuart & Co. Inc. 


® O’Brien Brothers, New York City (12/13) 

Dec. 4 it was announced that 3,225 shares (or 324%2%) of 
capital stock of O’Brien Brothers, 120 shares (or 40%) 
of the capital stock of O’Brien Brothers Towing Co., Inc., 
and 120 shares (40%) of the capital stock of O’Brien 
Brothers Shipyard Corp. will be sold at public auction 
at the office of Adrian H. Muller & Son, Room 2010, 


39 Broadway, New York, N. Y., at 3 p.m. (EST) on 
Dec. 13. 


Olsen. Inc., Elyria, O. 
Oct. 19 it was reported early registration is planned of 
about 225,000 shares of common stock. Underwriter— 
McDonald & Co., Cleveland, O. Proceeds—To certain 
selling stockholders. Business—Manufactures hot air 
furnaces. Offering—Expected in January. 


Parkersburg Rig & Reel Co. 


Aug. 1 A. Sidney Knowles, Chairman and President, an- 
nounced that the directors have approved in principle s 
olan to offer a modest amount (not exceeding $300,000) 
xf common stock for subscription by common stockhold- 
ers This may involve the issuance of 24,700 additiona) 
shares on a one-for-eight basis. There are presently out- 
standing 197.600 shares of $1 par value. Probable Under- 
writer—H M Byllesby & Co Chicago, Il Proreeds— 
For workine capital 
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Pennsylvania RR. 
Nov. 16 it was reported that the company may soon seli 
an issue of equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler, 

Philadelphia Electric Co. 
Sept. 30 company announced that about $200,000,000 will < 
have to be raised through the sale of additional secur- 
ities, spaced at intervals, and in amounts which will 
permit ready absorption by the investment market. The 
overall construction program has already cost $217,000,- 
000, and will require expenditures of about $365,000,000 
more in the years 1951 to 1956. 

ttsburgh Steel Co. 

Oct. 11 it was announced stockholders will vote Dec. 8 
on increasing authorized 54%2% prior preferred stock, 
first series, from 225,927 to 400,000 shares and the 
authorized common stock from 1,500,000 to 2,500,008 
shares. Traditional Underwriters—Kuhn, Loeb & Co. 

Purex Corp., Ltd. 
Oct. 25 stockholders voted to increase the authorized 
common stock to 1,000,000 shares from 500,000 shares. 
Traditional underwriters: Blyth & Co., Inc., New York; 
William R. Staats & Co., Inc., Los Angeles, Calif. 


Robertson (H. H.) Co., Pittsburgh, Pa. 
Nov. 16 it was announced stockholders will in April, 
1952, vote on a proposal to increase the authorized com- 
mon stock from 250,000 shares (all outstanding) to l= 
000,000 shares in order to make additional stock available 
for such corporate purposes as acquisition of new proper- 
ties, to provide additional capital funds or declaration of 
stock dividends. 

Rochester Gas & Electric Corp. 
Aug. 1 it was announced that company expects to issue 
$5,000,000 additional first mortgage bonds and additional 
debt securities or preferred or common stocks, bank 
borrowings, or some combination thereof, in connection 
with its construction program. The method of obtaining 
such additional cash requirement has not been deter- 
mined. Previous bond financing was done privately. 
July 18, it was reported that the company expects to 
raise money through the sale of some preferred stock 
later this year. Underwriter—Probably The First Boston 
Corp., New York. Proceeds—To finance, in part, a $10,- 
000,000 construction program the company has budgeted 
for the next two years. 

Ryan Aeronautical Co., San Diego, Calif. 
Aug. 4 it was announced company plans to increase 
its authorized capital stock (par $1) from 500,000 to 
2,000,000 shares in order to place it in a position to 
do appropriate financing of some form of its own securi- 
ties if and when advantageous to the company. The new 
financing may take the form of a general offering for 
sale to the public or granting of rights to stockholders; 
or the reservation for conversion of long-term indebt- 
edness which could be issued with provision for cone 
vertibility into common stock. The company presen 
has outstanding 439,193 shares of capital stock, of whi 
45,350 shares are held by the wholly owned subsidiary, 
Ryan School of Aeronautics. 


Schering Corp. 

Oct 3 it was reported that the sale of the company’s en- 
tire common stock issue (440,000 shares) was not ex- 
pected for at least two months. The sale will be made 
to the highest bidder by the Office of Alien Property. 
Probable bidders: A. G. Becker & Co. (Inc.), Union Se- 
curities Corp. and Ladenburg, Thalmann & Co. (jointly); 
Merrill Lynch, Pierce, Fenner & Beane; Kidder, Peabody 
& Co.; F. Eberstadt & Co.; Allen & Co.; new company 
formed by United States & International Securities Corp.. 
Dillon, Read & Co.; F. S. Moseley & Co.; Riter & Co. 


Seaboard & Western Airlines, Inc. 
Oct. 19 it was reported that company plans financing 
totaling $6,500,000 to $7,000,000 for purchase of new 
equipment. May be placed privately. 


South Jersey Gas Co. 
April 24 Earl Smith, President, announced com 
plans a bond issue of more than $8,000,000 by of 
this year. Underwriters—May be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Lehman Brothers; Blyth & Co., Inc. Proceeds— 
To refund the presently outstanding $4,000,000 of 4%% 
first mortgage bonds and repay outstanding short-term 
bank notes which are due before the end of the year 


Southern California Edison Co. 

Aug. 29 it was announced company may have to raise 
approximately $49,900,000 more through additional fi- 
nancing to take care of its 1951-1952 construction pro- 
gram. Probable bidders for bonds: Halsey, Stuart & Co. 
Inc.; Kuhn, Loeb & Co.; Blyth & Co., Inc.; The First 
Boston Corp. and Harris, Hall & Co., Inc. (jointly). These 
bankers bid for the $30,000,000 issue of 3%% first and 
refunding mortgage bonds which were sold last week. 
The nature, amounts and timing of the new financing 
cannot now be determined, and will depend in part on 
market conditions existing from time to time and may 
include temporary bank loans. 


Southern California Gas Co. 
April 4, the company indicated it would this year be in 
the market with $18,000,000 of senior securities. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Blyth & Co., 
Inc.; White, Weld & Co.; Lehman Brothers; Merrill, 
Lynch, Pierce, Fenner & Beane and Harris, Hall & Co 
(Inc.) (jointly). Offering—Expected in the Fall 
Southern Natural Gas Co. 

July 31 it was announced company has filed an applica- 
tion with FPC for permission to construct additional 
faeilities to cost an estimated $13,641,000, of which ap- 
proximately $9,187,000 is expected to be spent in 195) 
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Southern Utah Power Co. 

Nov. 27 the company asked the FPC for authority to 
issue and sell 15.671 additional shares of its common 
stock (no par) to common stockholders at rate of one 
new share for each four shares held. Price—$11.50 per 
share. Underwriters—Smith, Polian & Co., Omaha, Neb., 
and Glidden, Morris & Co., New York. Proceeds—For 
construction program. 


Spear & Co. 

Nov. 5 announced that the management, headed by A. M. 
Kahn, President, which now owns 100% of the 18,750 
shares of no par second preferred stock (dividend rate 
to be changed from $5.50 to $5 per annum), will offer 
this stock to common stockholders for subscription at 
rate of one preferred share for each 12 common shares 
held. Price—$105 per share. Meeting—Stockholders will 
vote on Dec. 5, among other things, to make the second 
preferred stock convertible into common stock (initial 
conversion rate to be 12 shares of common for each share 
of preferred). 


Texas-Ohio Gas Co., Houston, Tex. 
Oct. 17 company applied to FPC for authority to con- 
struct a 1,350-mile natural gas transmission line extend- 
ing from Texas into West Virginia. The project is esti- 
mated to cost $184,989,683. 


® Texas & Pacific Ry. (12/6) 


Bids will be received until noon (EST) on Dec. 6 at the 
company’s office at 233 Broadway, New York, N. Y., 
for the purchase from the company of $2,900,000 equip- 
ment trust certificates to be dated Jan. 1, 1952, and to 
mature $290,000 annually on Jan. 1, from 1953 to 1962, 
inclusive. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler. 


Texas Utilities Co. 


Sept. 24 it was reported company may issue and sell 
around 400,000 additional shares of common stock early 
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Blyth & Co., Inc. (jointly); Union Securities Corp.; 
Lehman Brothers and Bear, Stearns & Co. (jointly); 
Goldman, Sachs & Co. and Harriman Ripley & Co. Inc. 
(jointly); Kidder, Peabody & Co. and Merrill Lynch, 
Pierce, Fenner & Beane (jointly). 


Thiokol Corp., Trenton, N. J. 
Nov. 16 directors authorized an offering to stockholders 
of about 23,539 shares of capital stock (par $1) on basis 
of one new share for each 13 shares held (with an 
oversubscription privilege). Price —$9 per share. Under- 
writer—Probably J. G. White & Co., Inc., New York. 
Proceeds—For expansion and working capital. 


Tide Water Power Co. ‘ 

Sept. 17 it was reported company has applied to the 
North Carolina Utilities Commission for permission to 
borrow $1,500,000 on 3% notes. These notes would be 
refunded through the sale of common or preferred stock. 
Traditional underwriters: Union Securities Corp. and 
W. C. Langley & Co., New York. Proceeds from notes to 
be used to pay for construction costs. 


® Toledo Edison Co. 

Nov. 20 it was reported that the company expects to 
spend approximately $46,500,000 for expansion in 1952 
to 1955, and it has been stated that no further financing 
is contemplated before late 1952, when about 400,000 
shares of common stock is anticipated. Probable bidders: 
Merrill Lynch, Pierce, Fenner & Beane; W. C. Langley 
& Co.; Lehman Brothers and Smith, Barney & Co. 
(jointly ). 


Transcon Lines, Los Angeles, Calif. 
Nov. 19 it was reported company may be considering 
issuance and sale of additional common stock (par $10) 
which will involve about $200,000. Underwriter—Crut- 
tenden & Co., Chicago, I11. 


Uarco, Inc. 
Nov. 9 it was announced that company is negotiating 
for a public offering of part of 206,000 unissued shares 
of proposed new common stock (par $10). Traditional 
Underwriter—Kidder, Peabody & Co., New York. Meet- 


.. Thursday, December 6, 1951 


authorized common stock from 300,000 no par shares to 
600,000 shares of $10 par value, 1% shares of the new 
stock to be issued in exchange for each no par share held. | 


% United Gas Corp. (1/30/52) 


Nov. 28 it was reported company plans registration about 
Dec. 20 of $50,000,000 of 25-year first mortgage and 
collateral trust bonds during the latter part of the year.” 
Underwriters—To be determined by competitive bidding. 
Bidders for an issue of like amount sold on July 24 were 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co., White, 
Weld & Co. and Equitable Securities Corp. (jointly); 
The First Boston Corp., Harriman Ripley & Co., Inc., and 
Goldman, Sachs & Co. (jointly). Preceeds—For expan- 
sion program of United Gas System and for other corpo- 
rate purposes. Bids—Tentatively scheduled to be re- 
ceived up to 11:30 a.m. (EST) on Jan. 30. 


*% Western Light & Telephone Co., Inc. 


Nov. 23 the company announced that it plans to offer 
at an early date about 14,194 additional shares of its 
common stock for subscription by common stockholders 
on the basis of one additional share for each 22 shares 
held. It is also planned to issue and sell later this year 
or early next year $1,000,000 of first mortgage bonds. The 
proceeds from the sale of these securities and from bank 
loans are to be used to carry the company’s construction 
program through 1952. Price—Of stock to be below maf- 
ket price prevailing at time of offering. Dealer-Managers 
—For stock: Harris, Hall Co. (Inc.) and The First Trust 
Co. of Lincoln, Neb. The bonds are expected to be placed 
privately. 


Wisconsin Public Service Corp. 


Sept. 4 C. E. Kohlepp, President, announced company 
plans to build a $12,000,000 steam turbine power plant 
in Marathon County, Wis. Method of permanent finane- 
ing has not yet been determined. If bonds, probable 
bidders may include: Halsey, Stuart & Co. Inc.; The 
First Boston Corp.; Harris, Hall & Co. (Inc.); Kidder, 
Peabody & Co.; Carl M. Loeb, Rhoades & Co.: Salomon 
Bros. & Hutzler; Union Securities Corp.; Merrill Lynch, 
Pierce, Fenner & Beane; Shields & Co. 
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Inflation—Has It Ended or 
Merely Slumbering? 


pressures were over. The long era 
of the excessively cheap money 
policy was halted—under the pro- 
test of the Administration and 
the Council of Economic Advisers. 


While there is danger that the 
Wright Patman hearings on this 
matter, beginning next year, may 
be used to feed the inflationary 
fires again, it is reasonably safe 
to say that we have conquered 
inflation, for the time being at 
least. If we can keep a balanced 
budget so that the government 
will spend no more than it takes 
out of the economy, the most im- 
portant sources of inflationary 
pressures will have disappeared. 
If the Federal Reserve is in a po- 
sition to control bank reserves, 
there cannot be any substantial, 
or, at least, any rapid expansion 
in private credit. 

There is good reason to believe 
that a free economy and, indeed, 
human freedom are impossible un- 
less we also have a free money 
market. This is an idea almost 
never discussed in economic lit- 
erature or the popular press. If 
the interest rate is driven down- 
ward by artificial forces, it drives 
the demand for capital ever up- 
ward. Lord Keynes wanted to 
drive the interest rate to zero— 
the euthanasia of the “rentier” 
class. He has many followers in 
Washington. They are regimenters 
and totalitarians— whether con- 
sciously or not. Interest-free per- 
petual loans would be the equiva- 
tent of making capital a free gift 
—and when things are free, there 
is no possible limit to the demand 
for them. Similarly, government 
guarantees on loans, easier and 
easier borrowing arrangements 
with interest rates forcibly de- 
pressed below market levels (by 
fiscal and monetary policy as prior 
to March, 1951), likewise drive 
the demand for capital through 
the roof. This puts the economy 
under constant inflationary pres- 
sures and must finally lead to 
capital investment rationing, com- 
pulsory saving, price and wage 
controls, profit controls, the allo- 





cation of labor to specific assign- 
ments —a regimented economy. 
This set of ideas on economic in- 
terrelationships has been inade- 
quately discussed in the United 
States by those who favor human 
freedom and a free economy. 


A Program of Action 


What then must we do to stop 
further inflation? Economically 
the answer is simple and easy. The 
real problem is political in char- 
acter. Here are some essential 
steps: 

(1) Cut down all less essential 
government expenditures and 
bring about very much greater 
efficiency in the military program. 

(2) Encourage people to con- 
tinue to save, by providing ade- 
quate incentives, including a con- 
vincing determination by the gov- 
ernment to maintain the value of 
the dollar and therefore of sav- 
ings, and a savings bond carrying 
a remunerative interest rate. 

(3) Gradually transform the 
Federal debt from excessive reli- 
ance on short-term financing, to 
longer-term financing at interest 
rates which will be attractive to 
financial institutions and other 
savers. 

(4) Continue to balance the 
budget. While taxes may have 
certain inflationary effects, taxes 
adequate to meet the government’s 
bills are less inflationary than 
would deficit financing be. 

(5) Congress should pass the 
Senator Paul Douglas resolution 
which states: “It is the will of 
Congress that the primary power 
and responsibility for regulating 
the supply, availability, and cost 
of credit in general shall be vested 
in the duly constituted authorities 
of the Federal Reserve System, 
and that Treasury actions relative 
to money, credit, and transactions 
in the Federal debt shall be made 
consistent with the policies of the 
Federal. Reserve.” This would 
make it clear to the Administra- 
tion that the accord of March 4 is 
to continue, and encourage the 
Treasury to compete in the open 
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ing—Stockholders on Dec. 4 will vote on increasing the 





market for loan funds, instead of 
creating new money. 

(6) Continue the voluntary 
credit restraint program. 

(7) Carry on an educational pro- 
gram showing the importance of 
preserving a free market economy, 
free from the frustrations and dis- 
tortions of direct controls, and the 
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sources and nature, and not merely 
the evils, of inflation. 

If such a program were adopted, 
there can be no doubt.whatsoever 
that inflation could be brought to 
a halt. From an economic stand- 
point the problem is easy and 
simple. The real hurdle is poli- 
tics, including public opinion. 


Mutual Funds 


tion by providing fixed income to 
retiring persons. A realistic pen- 
sion plan could and should also 
strive to protect the pensioner 
against possible future inflation by 
delivering him an income from 
equity investments which usually 
move up and down in correlation 
with living costs.” 

The Investors plan, Moore said, 
makes available a single invest- 
ment “package” to enable a pen- 
sion fund to provide a “balanced 
income” by investing partly in 
fixed-return securities and partly 
in fluctuating return § securities 
(mutual funds), with both invest- 
ments under the continuous su- 
pervision of one central manage- 
ment organization—the Investors 
group. 

“Our plan makes practical use 
of the longstanding relationship 
between securities market prices 
and living costs, which has been 
apparent to all during the past 
50 years of our expanding national 
economy. We have all known that 
average securities market prices 
and average living costs have 
moved fairly closely in their ups 
and downs in the past 40 to 50 
years. Our plan proposes to keep 
the upswings of such fluctuations 
working for the pensioner, instead 
of against him, aS we are now 
doing if we continve to provide 
him with only fixed income retire- 
ment benefits.” 

Under the Investors “balanced- 
income” plan, pension and retire- 
ment fund beneficiaries would re- 
ceive, in addition to a fixed-doliar 
monthly income, a fluctuating in- 
come of “cost of living” dollars 
from two sources: 

First: From monthly liquidation 
of a fixed number of mutual fund 
shares which the pensioner will 
have accumulated through com- 
pany contributions to his retire- 


ment fund. Such shares, of course, 
would vary in value and earnings 
during both the accumulation pe- 
riod and the benefit-payment pe- 
riod, in accordance with prevailing 
economic conditions. 

Second: From quarterly divi- 
dends on the mutual fund shares 
remaining in the pensioner’s re- 
tirement fund account before his 
vested holdings are gradually liq- 
uidated. Such income would also 
vary during the accumulation and 
retirement-benefit periods. 

Delivery of fixed income would 
be undertaken through systematic 
investment of a suitable portion of 
fund contributions in face-amount 
certificates of Investors Syndicate 
of America, Inc., a subsidiary of 
Investors. The plan calls for in- 
vestment of all employee contri- 
butions in special, registered ISA 
certificates, specifically designed 
to meet the investment require- 
ments of profit sharing, pension 
or retirement funds, Moore ex- 
plained.. A portion of cOmpany 
contributions also could be in- 
vested in ISA certificates as de- 
sired. : 

Investors has distributed face- 
amount certificates to individual 
investors since the company’s 
founding in 1894. The special 
certificates, available only to bona 
fide group pension - retirement 
plans, are offered in units of $1 
plus a sales charge which grad- 
uates downward from 7% to a 
minimum of 2% for gross invest- 
ments of $1,000,000 or more. The 
special fixed-income certificates 
bear an interest rate of 2%%. 

Investors Mutual has current 
net assets in excess of $308,180,- 
448: Its securities portfolio in- 
cludes bonds, common stocks and 
preferred stocks of a cross-section 
of leading American industries. 

Investors Stock Fund, with cur- 


rent assets in excess of $28,733,576, 
has a portfolio consisting of com- 
mon stocks or securities convert- 
ible into common stocks. Its 
investment objectives are long- 
term capital appreciation with 
reasonable current income an im- 
portant factor. 


Mutual Fund Notes 


Directors of Diversified Funds, 
Inc. and Manhattan Bond Fund, 
elected Eu- 
gene J. Habas 
as Vice-Presi- 
dent of both 
funds. Mr. 
Habas has 
been for 
seven years a 
member of 
Manhattan 
Research 
Associates, in- 
vestment ad- 
viser to the 
funds, and a 
Vice-Pres- 
ident of Hugh 
W. Long and 
Company, na- 
tional sponsor: of the funds. 

D. Moreau Barringer says the 
foremost question facing man- 
agers of investment funds today 
is how a cease fire in Korea will 
affect the economy. 


The Delaware Fund Chairman 
in his weekly réport summarized 
the effects marketwise this way: 
“In so far as stock prices are sup- 
ported by the expectation of a 
spreading active war, some of the 
support will have been withdrawn 
The current’ expenditure of wa 
material will slacken or stop.” 


His conclusions: “The nationa} 
income may be expected to re 
main high, and employment te 
stay near 100%. . Retail sale 
which still show the effects of the 
reaction from their previous spree 
seem likely to respond to this ac 
tivity, so that the current high 
inventories of many consumptio 
goods are likely to prove tem 
porary.” 


Joins Davies & Co. 


(Special to THe Financrat CHRONICLE) 


SAN FRANCISCO, Calif. 
James J. Carroll is with Davies & 
Co., Russ Building, members 
the New York and San Francisea 
Stock Exchanges. 


Eugene J. Habas 
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Our 


Reporter’s 


Report 
ii I 


The underwriting business is 
moving slowly but doggedly to 
the end of another year and in- 
vestment bankers realize that 
only about another week or ten 
days remain before the real slow- 
ing down sets in. 

From there on they will be 
running the chance, as one of 
their number puts it, of coming 
up against the fellow who has 
decided to close his books until 
early January. 


Institutional buyers, it is pointed 
out, must take inventory and bal- 
ance out their positions against 
the. year-end. Once past Decem- 
ber 15, bankers are aware, it is 
difficult, if not almost impossible, 
to interest them in new material 
unless it is “dirt cheap.” 


So chances are that under- 
writers will be putting on all 
the steam at their command in 
an effort to move out remnants 
remaining over from recent of- 
ferings, before the “shutters start 
to go up” in William Street. 

Moreover, they will be working 
at a brisk pace to take care of 
new issues that are ahead in the 











interval between now and mid- 
month. 
Naturally direct placements 


+have been a big help to the in- 
surance companies in particular 
by the way of providing an outlet 
for their funds at what they con- 
sider attractive rates. 


By the same token operations 
of this nature are a continuing 
thorn in the side of the under- 
‘writers who must depend on new 
corporate offerings for their busi- 
ness. 

A Double Dose 


As reported here a fortnight 
of the biggest under- 
the direct 
negotiation route has been virtu- 
ally signed, sealed and delivered. 
And this time the underwriters 
suffered what might be called a 


ago, one 


-takings handled by 


“one-two” punch. 
Union 


large insurance companies 


lenders. 


On this occasion, however, not 
only do the bankers lose out on 
the underwriting of this huge 
volume of new corporate secur- 
it a bit 
none of 
them participated in the actual 


ities, but what makes 
more painful to take, 


placement. 
Several 


borrower-to-lender operation. 


Going Up a Notch 
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SITUATION WANTED 


With broad experience in Jour- 


nalism and Public Relations 


Field seeks association with in- 
vestment banking and broker- 


age firm. Box C 1129, Com- 
mercial & Financial Chronicle, 


25. Park Place, New York 7. 


Carbide and Carbon 
.Corp. has arranged with two 
for 
$300,000.000 of financing through 
the medium of 100-year notes, 
split evenly between the two big 


are reported to have 
tried to work out the business 
but ultimately it was a straight 


Tennessee Gas Transmission 
Co.’s $25.000,000 of 20-year de- 
bentures brought out two bids, 
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both of which were indicative of 
the temper of the current market. 


The successful group made a 
bid of 100.603 and specified a 
4%% coupon rate. This interest 
charge is the highest yet fixed 
for a new corporate offering since 
competitive bidding came _ into 
vogue back in the 30’s. 


And just to top off this phase 
of the matter, it developed that 
the runners-up specified a 5% 
interest rate, on a bid of 101.30. 

However, it was indicated that 
the current financing would be 
immediately successfu' by way of 
contrast with two earlier issues 
brought out for the same com- 
pany, both of which hung fire 
for considerable periods before 
being turned loose by the spon- 
soring groups. 


Next Week’s Bids 

Two public utility undertakings 
are on tap for next week. Virginia 
Electric & Power Co., on Tuesday, 
will open bids for $20,000,000 of 
30-year first and refunding mort- 
gage bonds, with five groups 
seeking the issue. 

The following day Long Island 
Lighting Co. will look over ten- 
ders for its projected £25,000,000 
of 25-year first mortgage bonds 
and at this point four banking 
syndicates have indicated inten- 
tions to bid. 


Thereafter, there is nothing in 
the utility field until Dec. 18, 
when Niagara Mohawk Power is 
slated to open bids for $15,000,000 
of its 30-year general mortgage 
bonds and consider propositions 
to underwrite an offering of a 
million shares of its common 
stock. 


Diamond Alkali Stock 
Offered by Bankers 


The First Boston Corp. heads an 
investment group which is offer- 
ing publicly 120,000 shares of a 
new issue of 4.40% cumulative 
preferred stock of Diamond Alkali 
Co. of Cleveland, Ohio. The stock 
is priced at $100 per share and is. 
convertible into common stock 
through Dec. 31, 1961, at the rate 
of 2.3 common shares for each 
preferred share. 

Proceeds will help finance the 
expansion and modernization pro- 
gram on which the company plans 
to spend approximately $40,000,- 
000 during 1951 through 1953. 
Diamond Alkali, a leading pro- 
ducer of inorganic chemicals such 
as chlorine products, alkalis, sili- 
cates and chromium chemicals, 
has recently entered the field of 
organic chemicals, particularly 
chlorine based plastics, solvents 
and other petrochemicals, insecti- 
cides and agricultural chemicals. 
As part of this program, the 
chlorine and caustic soda capacity 
of the Houston, Texas, plant is 
being doubled and facilities pro- 
vided there to produce vinyl 
plastic materials; and the chlorine 
and electrolytic caustic soda ca- 
pacity at the Painesville, Ohio, 
plant is being more than doubled 
and facilities provided there for 
the production of perchlorethylene 
and trichlorethylene. This new 
expansion follows the expenditure 
of $41,000,000 during 1946-1950 on 
facilities for producing the com- 
pany’s basic line of inorganic 
chemicals, 

The new preferred is callable at 
company option at a price of 
$103 per share on or prior to 
Dec. 31, 1956, thereafter at $101.50 
through Dec. 31, 1961, and there- 
after at $100. It is also callable 
by sinking fund beginning in 1962. 

The company has paid common 
dividends in each year since 1932 
and the last quarterly dividend 
payment was 37% cents per share. 


Two With Waddell & Reed 


(Special to THe Financtat CHRONICLE) 

PONTIAC. Mich. — Michael E. 
Daniels and Harry A. Miller are 
with Waddell & Reed, Inc. 


New York on April 9, 
presently engaged in the develop- 
ment and 


Weber-Millican Offers 
Conlan Electric Stock 


An issue of 240,000 shares of 
common stock (par 25 cents) of 
Conlan Electric Corp., Brooklyn, 
N. Y., is being offered publicly 
by Weber-Millican Co. at $1.25 
per share. This includes 210,000 
shares for the account of Conlan 
Electric Corp. and 30,000 shares 
for the account of a selling stock- 


holder. 


The net proceeds to the com- 


pany will be used for working 
capital. 


The company, incorpcrated in 


1918, is 


improvement of tele- 


DIVIDEND NOTICES 





AMERICAN LOCOMOTIVE COMPANY 


20 Charch Street Lg row York 81. 


PrererreD Divipenp No. 174 
Common Divipenp Nos. 107 anp 108 
Dividends of one dollar seventy five cents 
($1.75) per share on the Preferred Stock and 
of twenty five cents (25¢) per share on the 
Common Stock of this Company have been 
declared, payable January 1, 1952. A special 
year end dividend of forty cents (40¢) per 
share on the Common Stock has been declared, 
payable December 27, 1951. These dividencls 
have been declared payable to stockholders of 
record at the close of business on December 12, 

1951. Transfer books will not be closed. 


CARL A, SUNDBERG 


November 29, 1951 Secretary 








AMERICAN 
BANK NOTE 
COMPANY 





Preferred Dividend No. 183 


Common Dividend No. 173 
A quarterly dividend of 75¢ per share 
(1%%) on the Preferred Stock for the 
quarter ending December 31, 1951 and 2 


dividend of 25¢ per share on the Common 
Stock have been declared. Both dividends 
“are payable January 2, 1952 to holders of 
record December 8, 1951. The stock trans 
fer books will remain open. 
W. F. Cotctoucnu, Jr 
November 28, 1951 Secretary 


vision receiving circuits, design of 
high and low frequency antennas, 
radio receiver and audio amplifier 
development, etc. 


Two With Waddell & Reed 


(Special to Tue Financiat CHRonicie) 

LINCOLN, Neb. — Orville D. 
Cumming and Michael H. Wilks 
are now affiliated with Waddell 
& Reed, Inc., Barkley Building. 


Murray Co. Formed 


(Special to Tue Financia, CHRONICLE) 


BROOKLYN, N. Y.—Quentin A. 
Murray has formed Murray & Co. 
with offices at 74 Green Street, 
to engage in the securities busi- 
ness. He was formerly with 
Eaton & Co. 


DIVIDEND NOTICES 


AMERICAN 
CAN COMPANY 
PREFERRED STOCK 


On November 27, 1951 a quarterly dividend of 
one and three-quarters per cent was declared on 
the Preferred Stock of this Company, payable 
January 2, 1952 to Stockholders of record at the 
close of business December 13, 1951. Transfer 
books will remain open. Checks will be mailed. 


EDMUND HOFFMAN, Secretary. 












AMERICAN METER COMPANY 
’ eee caging 
fore 1513 KACE STREET 
Phila. 2, Pa., Nov. 29, 1951 


A dividend of Pifty Cents 
($.50) per share has been 
declared on the 


METER 
ise) 
EST. 1836 


able December 15, 1961, 
record at the close ef burincés November 30, 1951. 
W. B. ASHBY, Secretary. 


Capital 
Stock of the Compiny, pay- 
to stockholders of 





(2183) 39 


With Kidder, Peabody 

(Special to Tue Prvancra. CHRONICLE) 

BOSTON, Mass. — Herbert S. 
French, Jr. is with Kidder, Pea- 
body & Co., 75 Federal Street. 


Two With Edward Mathews 


(Special to Te Fivanciar CHRON icLE) 
BOSTON, Mass.—Lewis H. Mil- 
lett and Hyman S. Patashnick are 
now affiliated with Edward E. 
Mathews Co., 53 State Street. 


Two Join Stone & Webster 


(Special to THe Puvanciu. CHRON CLE) 

BOSTON, Mass. — Charles V. 
Briggs, Jr. and John A. Jeffries, 
Jr., have become associated with 
Stone & Webster Securities Corp.., 
49 Federal Street. 





DIVIDEND NOTICES 








‘AKE MINING COMP. 
DIVIDEND NO. 882 rin 
The Directors declared di 
No. 882 of cents ($.40) per share of $12.50 
~ value tal , pa December 17 
ltor ee December 11, 1951 


JOHN 
November 30, 1951. 











HARBISON-WALKER 
REFRACTORIES COMPANY 


Pennsylvania 


| 


November 30, 1951 


Directors has declared extra divi- 
PIFTY CENTS share on the 
COMMON 


‘ yable Decem- 

1951, to stockholders of record Decem - 
’ F. CRONMILLER, JR. 

Vice President and Secretary 


u 


of 
of 
PAR 
27, 
ll, 


Ef 


of 


FP. 











THE SAFETY CAR HEATING 
AnD LIGHTING COMPANY, INC. 
DIVIDEND NO. 218 


The en x b ey pes de- 
clared a year en vidend o per 
share on the outstanding Capital Stock of 





THE BYRNDUN 








THE ATCHISON, TOPEKA AND 
SANTA FE RAILWAY COMPANY 
New York, N. Y., November 27, 1951. 


The Board of Directors has this day declared 
a dividend of One Dollar and Twenty-five 
Cents ($1.25) per share, being Dividend No. 16 
on the Preferred Capital Stock of this Company. 
payable February 1, 1952, out of undivided net 
profits for the year ended June 30, 1951. to 
holders of said Preferred Capital Stock re¢q- 
istered on the books of the Company at the 
close of business December 28, 1951. 

The Board also declared on this day a divi- 
dend of One Dollar ($1.00) per share, being 
Dividend No. 156 on the Common Capital Stock 
of this Compary, payable March 1, 1952, tc 
hol¢ers of said Common Capital Stock regis- 
tered on the books of the Company at the close 
of business January 25, 1952. 

Dividend checks will be mailed to holders of 
Preferred and Common Capital Stock who have 
filed suitable orders thercfor at this office. 

D. C. WILSON, Assistant Treasurer, 
120 Broadway, New York 5, N. Y. 





DIVIDEND NOTICE 


Preferred Stock 
Aregular quarterly dividend of 
$1.0625 per share on the $4.25 
Cumulative Preferred Stock 
was declared, payable January 
1, 1952. to stockholders of 
record at the close of business 
on December 10, 1951. 


Common Stock 

A quarterly dividend of $0.20 
per share on the Common Stock 
was declared, payable Decem- 
ber 28, 1951 to stockholders 
of record at the close of busi- 
ness on December 10, 1951. 

Transfer books will not be 
closed. Checks will be mailed. 


Ws. J. WILLIAMS, 
Vice-Pres. & Secy. 








the Company of the par value of $12.50 
per share, le December 22, 1951, to 
holders of record at the close of business 


Dece 6, 1951. 
eet J. H. MICHAELI, 














CORPORATION = sexsez,ws Tresmwer 
The Directors of the Byrndun Corporation at —— 
its meeting held on December 5, 1951, declared 
a dividend of Thirty cents (30c) per share op 
the Class “A” Participating Stock, the Class MIDDLE 
“A” Common Stock and the Common Steck; 
no dividend on fractional shares, al) payable on 
December 22, 1951 to stockholders of record at SOUTH 
3:00 P.M. December 12, 1951. 
H. G. FAHLBUSCH, President UTILITIES, 
December 5, 1951. 
Inc. 
+ 
| TE 
DIVIDEND 


CALUMET AND HECLA 
CONSOLIDATED COPPER CO. 


The Board of Directors of Calumet and 
Hecla Consolidated Copper Company 
has declared a dividend of ten cents 
($0.10) per share, payable December 26, 
1951 to stockholders of record at the close 
of business December 10, 1951. Checks 
will be mailed from the Old Colony Trust 
Company, Boston, Mass. 


J. H. Exuiott, Secretary 


Boston, Mass., November 29, 1951 








GOOD/SYEAR 


DIVIDEND NOTICE 


The Board of Direc- 
tors has declared today 
an extra dividend on 
the Common Stock of 
50 cents per share, 
payable December 24, 
1951 to stockholders 
of record at the close 
of business December 
13, 1951. 

The Goodyear Tire &£ Rubber Co. 


By W. D. Shilts, Secretary 
Akron. Obia, December 34, 1951 



















The Board of Directors has this 
day declared a dividend of 30¢ 
per shore on the Common Stock, 
payable January 2, 1952, to stock- 
holders of record at the close of 
business December 14, 1951. 

H. F. SANDERS, 


New York 6, N. Y. Treasurer 


December 4, 1951 




















New York, December 5, 1951 


The Board of Directors has this | 
day declared a quarterly divi- . 
dend of Three Dollars ($3.) per | 
share on the Capital Stock of this 
Company for the quarter ending 
December 31, 1951, and an extra 
dividend of Two Dollars (§2.) 
per share, both payable on Jan- 
uary 15, 1952, to stockholders of 
record at the close of business 
December 14, 1951. 


STUART K. BARNES, Secretary 


om oe — 


Guaranty Trust Company 
of New York 
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Washington .. . 


Behind -the-Scene Interpretations 
from the Nation's Capital 


WASHINGTON, D. C.— When 
Mr. Truman calls the Congress 
to arms in a little more than a 
gnonth from now to carry on the 

t fight against inflation, he 
will find that his troops will, so 
to speak, make a very ragged 
Sermation indeed. 

The Defense Production Act 
which includes those supposed 
wage and price controls, expires 
June 30. Hence the President 
may be counted upon to ask Con- 
@ress to move promptly to “extend 
@nd strengthen” the controls. 

Congress will be pretty apa- 
thetic toward these controls. This 
arises in a large part because of 
fhe notorious fact that the wolf 
of drastic inflation has failed to 
turn up even though he has been 
eried may times by Harry Truman 
& Team (Johnson, DiSalle, Wil- 
gon, et. al.). 

However, two prospective steps 
of the Administration itself 
will do as much as anything else 
to sour Congress toward the 
whole controls picture. One of 
them is the indicated intension of 
OPS to roll back price ceilings, 
where the law permits, to present 
Prices, which are lower. 


Congress isn’t exactly a non- 
political body, but purely bureau- 
eratic politics are something to 
which the national legislature 
@istinctly doesn’t cozen. The only 
purpose of this action is to make 
it appear that OPS is responsible 
for present lower prices. When 
Mike DiSalle indicated some in- 
tensions along this line at the 
recent hearings of the Congres- 
sional “Watchdog” committee, the 
reaction of the members thereof 
was distinctly hostile. 


The other action which the 
Administration will take is to 
dictate a wage settlement for the 
steel workers of some 10 cents 
or thereabouts above present 
hourly wages, exclusive of addi- 
tional fringe benefits. This will 
break the supposed “wage ceiling” 
by something like 6 cents per 
hour. It is altogether probable— 
although naturally the Adminis- 
tration will squirm around and 
try to delay it because of the 
public reaction which will result 
—that simultaneously or very 
close to the time of the wage 
boost dicated by the government, 
there will be a steel ceiling price 
boost made necessary by the wage 
boost. 

Finally, next spring 
Congress is wrangling with DPA, 
the Treasury will be finding it- 
self in a position of contributing 
to deflation from the fact it will 
be taking in, in cash, several 
billions more than it is paying 


If inflation or deflation is as 
mechanistic a thing as the high 
planners conceive it to be—even 
though it hasn’t been—then the 
effect of Treasury operations 
for the first few months of the 
ce aes “y to counter even a 

upward surge in defense 
production. . 


In such a background it would 
appear that the price and so- 
called “wage controls” would 
have the hardest kind of sled- 
ding; that Congress would in no 
case “tighten” these controls, and 
might liberalize them even fur- 
ther. Even a junking of Price and 
wage controls would not be an 
impossibility under present cir- 
cumstances. However, it is far 
feo soon at this stage to forecast 
more than that Mr. Truman will 


find his controls program facing 
the roughest kind of going, 





while 


And You 


Will there be a new housing 
bill in the 1952 session of Con- 
gress? If not, then some man 
somewhere is going to bite some 
dog, for housing bills have been 
as regular an annual proposition 
as higher tax bills. At preseat 
members of the staff of the 
Banking Committee, as well as 
members of the committee, are 
scouting around the _ country, 
looking for ideas. None of the 
ideas have jelled so far. 

a ue % 


Some quiet and formidable 
discussion is taking place in and 
out this capital on the subject 
of war damage insurance. 

Last session Congress could 
get no where on the subject of 
war damage insurance as there 
was such a variation among the 
proposals. One plan was simply 
to revive RFC’s War Damage 
Corp. to insure property losses. 
Another scheme was to insure 
property plus having the govern- 
ment underwrite the liability of 
workmen’s compensation carriers 
for their losses in case of exten- 
sive personal injuries to those 
working in factories which might 
be bombed. Still a third propo- 
sition was to provide property 
insurance plus insurance of civil 
defense workers. 

Finally, the Budget Bureau 
threw out an all-inclusive pro- 
posed program in which the gov- 
ernment would aid in the provision 
of utilities and other community 
facilities, indemnify workers in- 
jured or rendered jobless by 
enemy damage, and conduct a 
vast war risk insurance program, 
all to amount initially to a paltry 
$20 billion. 

When the government threw in 
this enormous plan, those Sena- 
tors who doubt the efficacy of 
government debt and the magic 
wand of a statute to solve all 
potential problems, just about 
gave up. 


Meanwhile the staff of the 
committee and Chairman Allen 
Frear of the appropriate subcom- 
mittee, have been conferring qui- 
etly with insurance company 
executives and others to try to 
get some idea not only of how 
far the government should go in 
this field, but what safeguards 
and rules should be established 
for a war damage program. 


What the subcommittee hopes 
to do early in the session is to 
make up its mind whether there 

in fact be a program en- 


shoul 
,acted§in 1952, with some rough 


idéa,Of its scope. Implicit in this 
approach is the possibility that 
the subcommittee may decide to 
give up the idea. If it decides 
upon a program, then it will clear 
it with the full committee. If the 
full committee gives an informal 
nod for legislation, then the sub- 
committee will attempt to get 
going and get a bill out with 
some reasonable speed. 
%: m % 


When Mr. Truman _ verbally 
chastised the Congress for appro- 
priating only $75 million for civil 
defense, he overlooked the fact 
that that old sub-Treasury, fairly 
expert administrative body, and 
maid of all works, the RFC, was 
delegated $250 million to lend 
for civil defense installations of 
almost all shapes and descriptions. 


And RFC has got going. It may 
approve in the very near future 
the first civil defense project. 


RFC may lend to finance the 
construction of hospitals, bomb 
shelters, warehouses, for the pro- 
curement and distribution of ma- 
terials, for renovation of buildings 
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for public shelters, for commu- 
nications centers, and for “such 
other” projects as the Civil De- 
fense Administrator may desig- 
nate. 


One condition is that any such 
loans must be for civil defense 
purposes. Another is that RFC 
will consider no application anless 
it has been recommended by the 
Civil Defense Administrator. A 
third, less important, is that the 
loan of money shall not be avail- 
able elsewhere on reasonable 
terms. Each project must be part 
of a state or local civil defense 
plan. 

In practice most of the applica- 
tions for loans will come from 
local and state governments. 
However, applications may be ac- 
cepted from individuals and pri- 
vate corporations. The Federal 
Civil Defense Administration may 
not apply, so this will be a device 
to get out of an appropriation for 
a purely Federal project. 


Congress gave the Civil Defense 
Administration $75 million in- 
stead of the $535 million Truman 
asked for CD. This money may 
be used in no case for shelters. 
It may be used for the adminis- 
trative expenses of the agency, 
fOr operating communications 
centers, for constructing ware- 
houses to store medical supplies 
and equipment to repair public 
utilitites, and to stockpile mate- 
rials generally for relief in case of 


disasters. 


Where the states participate in 
the CD picture, the Federal gov- 
ernment in general will match 
state funds on a 50-50 basis. 


Bs us Be 
C. D. Howe, who doubles as 
Canada’s Minister of Defense 
Production and also Minister of 


Trade and Commerce, selected a 
group of engineers in Washington, 
D. C., as the audience in this 
country to whom he would ex- 
plain why the Dominion has 
determined to complete the St. 
Lawrence seaway “on its own,” 
if necessary. 


Mr. Howe made many argu- 
ments for the seaway. However, 
it would appear from an analysis 
of his address, that two considera- 
tions were paramount. 


(1) The first is hydro power. 
The Province of Ontario, he said, 
will need the power by 1956. He 
did not say so, but Canada has 
relatively high cost sources of 
coal. One is in Nova Scotia, a 
long haul. The other is the sub- 
bituminous coal from Alberta, an 
even longer freight haul. Canada 
is always worrying about trying 
to pay for its imports in U. S. 
dollars, since she is an importer 
of not only large quantities of 
coal from the U. S., but also of 
petroleum and a large range and 
volume of industrial semi-manu- 
factures used in her U. S. branch 
factories or Canadian subsidiaries 
of U. S. firms. 


Again the Minister did not 
point it up, but if Ontario has 
to expand its power on steam, 
it expands the strain on U. S. 
dollar exchange. 


(2) Transportation of iron ore 
from the new region on the 
Quebec Labrador border. This 
ore development is being financed 
at a cost of $250 million, includ- 
ing a railroad 350 miles long to 
the Gulf of St. Lawrence, and 
harbor developments on the Gulf. 


“Without the deep water de- 
velopment, important markets 
for these ores in the Great Lakes 
areas are out of economic reach. 
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On the other hand, Quebec-Lab- 
rador iron ore is the best possible 
answer to the supply problems 
of the steel industries located on 
the Great Lakes,” he asserted. 


(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 


Business 
Man’s 


Accounting Trends &. Tech- 
niques in Published Atfnual . 
Reports — 5th annual survey — “ 
American Institute of Account- 
ants, 270 Madison Avenue, New 
York 6, N. Y.—paper—$10.00. 


Commercial Bank Investment 
Policy—American Bankers Asso- 
ciation, 12 East 36th Street, New 
York 16, N. Y.—paper. 


Domicile and Residence of In- 
dividuals for American tax Pur- 
poses— Franz Martin Joseph — 
reprint from November 1951 issue 
of “Taxes,” Commerce Clearing 
House, Inc., Chicago, Ill.—paper. 


Incentive Management—James 
F. Lincoln—The Lincoln Electric 
Company, Cleveland 17, Ohio— 
cloth—$1.00. 


Manpower Needs and the Labor 
Supply — Clarence D. Long— 
American Enterprise Association, 
Inc., 4 East 4lst Street, New York 
17, N. Y.—paper—50¢. 


Price of Price Controls, The— 
Report of the Committee on Eco- 
nomic Policy—Chamber of Com- 
merce of the United States, 
Washington 6, D. C.—paper—50¢ 
(lower rates on quantity orders). 


Stock Exchange (London) Offi- 
cial Year-Book, Volume 2—Thom- 
as Skinner & Co., Ltd., Gresham 
House, Old Broad Street, London, 
E. C. 2, England, and 111 Broad- 
way, New York 6, N. Y.—cloth— 
by post, U. S. A. and Canada, $30 
(two volumes). 


Taxation and the American 
Economy—William H. Anderson— 
Prentice-Hall, Inc., 70 Fifth Ave- 
nue, New York 11, N. Y.—cloth, 
$8.00. 





TRADING MARKETS 


Boston Herald Traveler 
Eastern Racing Ass’n 
*Gear Grinding Machine 
*National Company 
Polaroid Co. Ist Pfd. 
*Riverside Cement “B” 
*Seneca Falls Machine 
Victoria Gypsum 
*Write-up available 


LERNER & CO. 


Investment Securities 


10 Post Office Square, Boston 9, Mass, 


Telephone Teletype 
HUbbard 2-1990 BS 69 








Allied Electric Products 
Kingwood Oil 
South Shore Oil 
& Development 
Standard Cable 


Thompson & Co., Inc. 


rading Department 
70 WALL STREET, N. Y. 5 
Tel. WHitehall 4-4540 











